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Tue man who insures in a MUTUAL 
Casualty Company is definitely more than 
merely a customer of that company. 

He has closer contact with the management 
than he would have in non-mutual corpora- 
tions. He is the sole beneficiary of the profits 
accruing from his company’s successful man- 
agement and operation. He has not merely 
purchased a product, nor even a service. . . 
but rather he has made himself an integral 
part of a vast and influential enterprise 


a Customer 


which operates first, last and always for the 
common good of ALL who participate in it. 





The Leaders 


Outstanding records of successful operation, 
and of savings returned to policyholders are 
shown by the twenty-three selected leaders 
who comprise the National Association of 
Mutual Casualty Companies. The Hardware 
Mutual Casualty Company is a member of 
this Association. 
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THIS MONTH 


So much good material came to light 
at the meeting of the National Conven- 
tion of Insurance Commissioners in 
December that we felt an obligation to 
our subscribers to publish several of 
the speeches delivered there. This is 
done in the present issue, and makes 
not only interesting reading for the 
= moment but will be valuable for filing 
5 away ® It will be remembered in con- 
© nection with the discussion of the Resi- 
§ dent Agents Law that we were privi- 
leged to secure an advance copy of the 
speech of Oscar Heltzen, Commissioner 
of Insurance for Rhode Island, and that 
this was printed in the last number ® 
"Compulsory Auto Insurance in Mass- 
© achusetts'’ continues to be a live sub- 
| ject and Professor Ralph H. Blanchard 
® of Columbia brings us up to date as to 
= the working of this experiment ® An- 
other speech that deserves special 
attention was the address on ''Serving 
= Two Masters,'' given at the Savannah 
= Convention of the Mutuals. You will 

find it among the January pages ® 
) Bunk of the Month will furnish a smile 
or two ® And we think our editorial on 
Insurance Education strikes a good 
note. 


NEXT MONTH 


A GREAT many big things are stir- 
ring in the insurance world. Over 
forty legislatures are in session, with 
possibilities of new codes and new laws 
affecting insurance being enacted. We 
will do our best to keep up with such 
news and print it in the Journal @ Sev- 
eral educational articles are now un- 
reeling from the minds of insurance 
authorities. We hope to have their 
manuscripts in time for February ® 
| There are other addresses which should 
be published ® Thus next month's issue 
now seems as if it would be crowded. 
® All signs point to business being 
better. We'll try to tell our subscribers 
something about that, also. 
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HILE the competitive insurance world rolls on, 

its various elements pulling and hauling at each 

other in valiant struggles for premium volume, 
there are other forces at work which quietly but with 
power are adding to the substantial foundations of in- 
surance knowledge. Perhaps there will always be com- 
bat for business, but the public will be less and less 
interested in high pressure selling as 
insurance education becomes more 
general. Bombast will continue to 
give way to sober consideration of 
insurance on its merits. 

One of the most satisfying signs 
of the times pointing in this direction 
is the existence of the recently or- 
ganized American Association of 
University Teachers of Insurance. To 
many, the teaching of this subject in 
universities may seem unnecessary. ; 
A great section of those who buy coverage for various 
hazards are inclined to invest the idea of insurance with 
a mysterious quality that is best conjured with by turn- 
ing it over to some company representative who under- 
stands its devious functions. Or, friend Bill gets the 
business because he needs it. But the proportion of 
folks who are beginning to see that insurance is an im- 
portant branch of economics worthy of sustained study 
is rapidly increasing. 

The Association, truth to tell, has so far leaned more 
to the academic than the practical. Discussions at their 
meetings sometimes “go down so deep that they come 
up muddy.” The layman in search of light on the right 
kind of a policy to buy or where to buy it would find 
little aid in what the professors said. The abstract ideas 
presented might be so hard to understand as to seem 
concrete (pun intended). But a start has been made on 
the problem of introducing insurance into our educa- 
tional system, and this we hail as progress of a salutary 
kind. 

By no means do we intend to convey the idea that 
insurance is only now being given attention by univer- 
sities. One such institution, the University of Penn- 
* sylvania, in its Wharton School of Finance and Com- 
merce, a number of years ago pioneered in the subject 
under the stimulus of Dr. S. S. Huebner, veteran insur- 
ance scholar, who has now a dozen professors in his 
department. Columbia, Yale, Michigan, Ohio, Illinois, 


COMPLIMENTING CERTAIN 
FORWARD LOOKING IDEAS ON 


e INSURANCE 
® EDUCATION 


Buffalo, New York University, and others have done 
yeoman service in establishing courses in insurance. 
There is a well directed movement to confer degrees 
of C.F.U., C.C.U., and C.L.U.* on those who pass 
certain examinations after several years of preparation. 
As Dr. David S. McCahan in his paper at the recent 
Association meeting in Chicago pointed out, there are 
already close to 900 in the life field who have such 
degrees, and about 2,000 in process of acquiring them. 
This is rich fruiting for something which only a short 
time ago was merely an idea; the type of deep thinking 
characteristic of professors of insurance is to be credited 
with this advance. The success which these certified 
underwriters are having in the actual business field is 
evidence that the demand for insurance learning in the 
heads of insurance counsellors is growing apace. 


If a fleeting touch of jocularity has crept into our 
reference to the academic quality of the Association’s 
programs, it is meant to be regarded as an expression 
of our good humor over the enterprise. Recognition 
must be given, of course, to the fact that the organiza- 
tion, while inviting the public to its deliberations, was 
formed for the purpose of exchanging viewpoints of 
minds of university calibre. Theory, which after all 
must be sound before practical insurance can be prac- 
tical, must have a dominant place in professorial coun- 
cils. Nor does this mean that insurance metaphysics 
is being taught to the students, for in reality they get a 
less pedagogical instruction better suited to their needs. 
The Association meetings are more in the nature of a 
graduate course de- 
signed to lay a ground- 
work for higher insur- 
ance learning. 

This very matter of 
what and how to teach 
those students who en- 
roll in insurance classes 
was the theme of one 
entire session. Profes- 
sor Ralph H. Blan- 
chard of Columbia 
took the high scholastic view that the broad essentials 
of insurance theory constitute a prime requisite, and 
presented the thesis that courses should be aimed 
particularly to develop candidates for executive positions 
in companies, in agency or broker organizations, or as 
public officials. Concluding his speech, he said: 
as DO not neglect the necessity of thorough training in the 

operations of the various phases of the insurance mechanism. 
But the university is no place for that branch of education; a 
detailed understanding of processes and of routine problems is 


best attained by practical work. This is doubly true for the 
man who is destined always to remain a detail worker. 

“What is it that the coming executive can get from my 
program that he is not likely (I will not say cannot) get else- 
where, in the steps through which he will pass from less to 
more important positions? It seems to me that it is, first, a 
method of approach to a problem that comes from viewing it as 
something to be solved rather than merely learning what already 
has been done about it; second, a sense of the whole field and 
of the relationship of the units to it; third, a conception of 
the ideal solutions of insurance problems toward which one 
should strive in full consciousness of practical limitations; 
and fourth, an ability to bring to bear on the development of 
his own particular field the thinking and accomplishment in 
other branches of the business. 

“The greatest possible aid to practical success is sound theory. 
Most criticism of theory as such is not well taken, for every 
move we make is based on theory—the real test is whether the 
theory is good or bad. If “it won’t work in practice” it is 
not “all right in theory,” for a theory is merely a statement of 





* Certified Fire Underwriter, Certified Casualty Underwriter, and Certified 
Life Underwriter. 
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what has worked, does work or will work. 

“If a university sends out students with 
a sound and broad theoretical knowledge 
of insurance, it is rendering its greatest 
service to the students, the insurance 
world, and, what is more important, to 
society.” 

e@e ese 


R. McCahan, before referred to, 
of the Wharton School, while 
no less insisting on scholarly research, 
favored broadening the purposes of 
university insurance instruction. He 
touched on the increase of national 
income going into insurance channels, 
the growth of public confidence in the 
business, the increasing complexity of 
insurance growing out of its new uses, 
and the creation of more constructive 
leadership. He then emphasized the 
need for the recognition of the 
trusteeship principle. While agree- 
ing that broad university training is 
invaluable for prospective executives, 
he argued for a high level of training 
also for lesser workers in the insur- 
ance ranks—with some means being 
devised by which the public could at 
once identify the more highly skilled 
professional group. He does not 
anticipate the rapid growth of insur- 
ance colleges as such, but believes 
that the need will be met by the 
grouping of courses within schools of 
commerce connected with universities. 
“All vocations of a business nature,” he 
declared, “involve acquaintance with a 
basic core of related subjects so that it is 
more economical and efficient to combine 
students for such preparation irrespective 
of their field of subsequent specialization. 
It seems probable, therefore, that insur- 
ance education will be more evenly dis- 
tributed among the universities than has 
been the case in certain other professions.” 
Professor Robert Riegel of the 
University of Buffalo, Professor 
Edison L. Bowers of Ohio State 
University, and Professor S. R. Ner- 
love of the University of Chicago dis- 
cussed the papers above referred to, 
and the symposium developed a pleas- 
ing mixture of ideal and conservative 
thought. We are not here reporting 
the meetings in these references. Per- 
haps certain of the talks will be re- 
produced in other issues, but we have 
given the gist of the talks about edu- 
cational methods because they look 
forward to a new day for insurance. 
It was significant also that on the 
afternoon program the subject of 
Social Insurance was discussed with 
emphasis on the unemployment angle. 
There was a sentiment among the 
members that this question was not in 
the realm of insurance, which was a 
point well taken, but the matter was 
examined with some thoroughness as 
illustrative of modern trends often 
linked up with the insurance idea. 
We applaud the independence of 


(Continued on Page 27) 
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1934 Banner Year 
for Mutuals 


ALTHOUGH IT IS STILL TOO EARLY 
FOR DETAILED FIGURES ON THE PROG- 
ress made by the mutual companies 
during 1934, preliminary reports in- 
dicate that they have had one of the 
greatest years in their history. 

The fire insurance mutuals have 
been twice blessed since they have 
combined one of the lowest loss ratios 
in their history with an increase in 
premium volume. The result is that 
almost universally the mutual fire in- 
surance companies will make very 
substantial additions to their surplus 
and that their financial position is now 
stronger than at any previous time. 
Many of the companies had such a 
large increase of volume that their 
premium writings during 1934 sur- 
pass those of any previous year. On 
the whole, it is expected that they 
will show an increase in volume of 
substantially over 10%. The sensa- 
tionally low loss ratio in the fire in- 


surance business has been of benefit 
to both stock and mutual companies, 
but the mutual companies continue to 
show a slightly lower loss ratio than 
their competitors. In the casualty 
field there has been an even greater 
increase in business but a flood of 
automobile losses prevents the picture 
from being altogether cheerful. To 
compensate for it in some degree is 
the fact that the compensation busi- 
ness appears to be in much better 
shape than at any time in the past five 
years, with a very large increase in 
premium volume and a loss ratio be- 
low that of last year. On the whole, 
it is expected that mutual companies 
will have approximately the same un- 
derwriting profit as last year and 
their premium volume will be about 
20 to 25% higher than during 1933. 

In the investment field, the com- 
panies in both the fire and casualty 
branches have been able to consoli- 
date their position and they will not 
have to mark off the heavy investment 
losses of previous years. 





Appoint New Director 
of Insurance in Nebraska 


C. W. MOOSE, FOR THE LAST FIF- 
TEEN YEARS GENERAL AGENT AT 
Omaha for the Home Life of New 
York, has been appointed as State 
Director of Insurance for Nebraska 
by Governor-Elect Cochran. He suc- 
ceeds Lee Herdman, for years State 
Director, and will take office January 
4th. 

Mr. Moose is 46 years old and has 
been a resident of Omaha for twenty 
years. His life insurance experience 
covers twenty-five years. For three 
years he was travelling agency in- 
structor of the United States and 
Canada for the Prudential. For the 
past year he has been an instructor 
in life insurance methods in Omaha 
University, being recommended for 
that position by the insurance men of 
Omaha. 

ee °@ 


Washington Commissioner 
Now a Benedict 


ON NOVEMBER 6TH, 1934, INSUR- 
ANCE COMMISSIONER WILLIAM A. 
Sullivan of the State of Washington, 
and Miss Marie McAteer of Seattle, 
were married at a special service in 
St. James Cathedral, Seattle. 

This Journal joins their many 
friends in wishing them a long life 
of health, happiness, and prosperity. 


Ketcham New Michigan 


Commissioner 


JOHN C. KETCHAM, OF HASTINGS, 
WAS NAMED COMMISSIONER OF INSUR- 
ance on January 2nd by Frank D. 
Fitzgerald, newly elected governor. 

Ketcham, who has had no previous 
insurance connection, succeeds 
Charles E. Gauss of Marshall, who 
has served a two year term following 
his appointment by the outgoing 
Democratic governor, William A. 
Comstock. 


The new commissioner, although 
born in Toledo, Ohio, January Ist, 
1873, was raised in the same vicinity 
as the late Charles D. Livingston, last 
Republican Commissioner, and like 
Livingston, is a former _ school 
teacher. Ketcham’s school experience, 
however, launched him into a political 
career when he became Barry County 
School Commissioner in 1899 at the 
age of 26. He was named Hasting’s 
postmaster in 1907 after active par- 
ticipation in Republican politics, and 
later entered farm organization work, 
becoming Master of the State Grange 
in 1912, He became national lecturer 
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of this organization, was elected presi- 
dent of the National Sugar Beet 
Growers’ Association, and, as a 
spokesman for agriculture, was 
elected to Congress in 1921, remain- 
ing there until the Democratic land- 
slide in 1932, when he was defeated 
by Congressman George Foulkes. 


Insurance Teachers Meet 
In Chicago 


AS A PART OF THE GALAXY OF NUM- 
BER ONE ORGANIZATIONS IN THE 
field of sociology, economics, and ed- 
ucation which held meetings in Chi- 
cago December 26th to 29th, the 
American Association of University 
Teachers of Insurance provided a 
program of outstanding interest. This 
association although only two years 
old, has taken a position of high im- 
portance in that the opportunity their 
meetings afford for interchange of 
viewpoints and information is already 
beginning to have an influence on the 
future of insurance education in 
America. With nearly all the major 
universities represented in its mem- 
bership the way is open to a continual 
betterment of coordination of teach- 
ing methods and policies. 


Especial emphasis was put on this 
point at the 1934 meeting since the 
first morning was entirely devoted to 
a discussion of the teaching problem. 
This session occasioned some spirited 
debate as did the consideration of the 
subject of “Social Insurance” which 
developed differences of opinion over 
the question of whether the under- 
writing of the unemployment hazard 
was properly an insurance activity at 
all. 


Dr. S. S. Huebner of the Univer- 
sity of Pennsylvania acted as general 
chairman of the meetings, with Prof. 
S. H. Nerlove of the University of 
Chicago assisting. A pleasing fea- 
ture was a luncheon at the Hotel Mor- 
rison on December 27th at which an 
address on “Regulation of Insurance 
Companies in a Period of Emer- 
gency” was given by Professor G. W. 
Goble of the University of Illinois. 


The program included papers as 
follows: 


“University Instructions in Insur- 
ance—Curricula and Teaching 
Methods”—Ralph H. Blanchard, 
Columbia University. 

“University Instruction for Insur- 
ance Leadership’—David McCahan, 
University of Pennsylvania. 

Discussions by Prof. Edison L. 
Bowers of the University of Ohio and 
Riegel of the University of Buffalo. 

“Experience in Disability Income 
Insurance,” W. Dingman, Vice- 
President and Medical Director, Con- 
tinental Casualty Company. 


“The Condition of the Workmen’s 
Compensation Business” — William 
Leslie, Associate General Manager, 
National Bureau of Casualty and 
Surety Underwriters. 

“Is a General System of Social In- 
surance a Practicable Ideal?”—(Af- 
firmative side), Paul H. Douglas, 
University of Chicago. 

“Ts a General System of Social In- 
surance a Practicable Ideal ?”—(Nega- 
tive side), Lincoln H. Lippincott, 
Superintendent of Training School, 
Maryland Casualty Company. 


Professor C. A. Kulp of the 
University of Pennsylvania, while not 
on the Teachers’ program, spoke on 
“Statistics in Social Insurance,” be- 
fore the American Statistical Society. 


Officers of the Association include : 
President, Ralph H. Blanchard, Col- 
umbia University ; vice-president, H. 
J. Loman, University of Pennsyl- 
vania; secretary-treasurer, Frank G. 
Dickinson, University of Illinois. 


The executive committee is listed 
as follows: A. H. Mowbray, Univer- 
sity of California; Edison L. Bowers, 
Ohio State University ; Robert Riegel, 
University of Buffalo; and S. S. 
Huebner, University of Pennsylvania. 


Van Schaick to Remain 
N. Y. Superintendent 


GOVERNOR HERBERT H. LEHMAN 
RECENTLY MADE THIS STATEMENT 
relative to Superintendent of Insur- 
ance George S. Van Schaick: 


“George S. Van Schaick, Superin- 
tendent of Insurance since 1931, when 
he was appointed by Governor Roose- 
velt, has for a long time been eager to 
be relieved of the great responsibilities 
and unusual demands of his office. 
On his shoulders has been placed one 
of the most gigantic administrative 
tasks in the history of the state and he 
has handled and discharged the heavy 
responsibility of his office with un- 
usual devotion to the public interest. 

“At the legislative session which is 
about to commence I intend again to 
make every effort to secure sound 
legislation affecting guaranteed mort- 
gage certificates and the many other 
activities coming under the supervision 
or jurisdiction of the insurance depart- 
ment. To lose the benefit of Mr. Van 
Schaick’s experience and knowledge 
during this transition period, when the 
legislature will give consideration to 
the many recommendations submitted 
by the governor, by the Moreland 
commissioner and by the legislative 
committee, would be contrary to the 
interest of the people it is desired to 
protect. His familiarity with the prob- 
lems of rehabilitation and departmental 
administration makes him invaluable 
during the next few months. 

“I am, therefore, glad to announce 
that I have prevailed upon Mr. Van 
Schaick once more to subordinate per- 
sonal considerations and to remain as 
head of the department for the period 
of the ensuing legislative session.” 





Illinois Code Hearings 


THE ILLINOIS INSURANCE CODE 
COMMISSION, CHAIRMAN HON, 
George A. Fitzgerald, Secretary Hon. 
James J. Barbour, Hon. B. S. 
Adamowski, Hon. G. J. Johnson and 
Hon. Louis O. Williams has an- 
nounced the following hearings on 
the new insurance code which will 
be held at the LaSalle Hotel in 
Chicago: 

1. Friday, January 11, at 1 P. M., 
provisions affecting Fraternal Bene- 
ficiary Societies. 

2. Saturday, January 12, at 9 A. M., 
provisions affecting Inter-Insurance 
Exchanges and Lloyds. 

3. Friday, January 18, at 1 P. M., 
provisions affecting Mutual Benefit 
Associations and provisions affecting 
Agents and Brokers. 

4. Saturday, January 19, at 9 A. M., 
provisions affecting Life Insurance 
Companies. 

5. Friday, January 25, at 1 P. M., 
provisions affecting Casualty Insur- 
ance. 

6. Saturday, January 26, at 9 A. M., 
provisions affecting Fire Insurance. 

All persons interested in these mat- 
ters are invited to attend the hearings 
and to present any suggestions they 
may have for amendment to the code 
as originally presented. Those called 
fo. Friday and Saturday meetings 
should probably be in attendance each 
day as the meeting will go right 
through Friday afternoon and evening 
and all day Saturday if necessary. In 
addition, if necessary, an adjourned 
meeting each week will be held in 
Springfield, in the State House, on 
Tuesday and Wednesday evenings 
following. 

If any additional meetings are neces- 
sary for the discussion of provisions 
not mentioned above, those interested 
may present them at any of the above 
hearings and a definite time and place 
will be set for their consideration, 
probably at the adjourned meetings in 
Springfield. 
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Mutual Agents Have 
Southeastern Association 


A GROUP OF MUTUAL INSURANCE 
AGENTS OF THE STATES OF NORTH 
Carolina, South Carolina, Georgia, 
and Alabama met December 19th at 
Columbia, S. C., and organized the 
Southeastern Association of Mutual 
Insurance Agents. 

The membership of this associa- 
tion is made up of insurance agents 
engaged solely in the local insurance 
agency business in the states of North 
Carolina, South Carolina, Georgia, 
and Alabama, representing principally 
mutual insurance companies. As the 
association will comprise the south- 
eastern section, it is its purpose to 
organize and take in the state of 
Florida at an early date. The mem- 
bership will also consist of associate 
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members comprised of special or gen- 
eral agents of mutual fire and casualty 
companies. The association will also 
be affiliated with the National Asso- 
ciation of Mutual Insurance Agents, 
and a member in the southeastern 
association will automatically become 
a member of the national association. 


The officers and directors are: 

C. Bissell Jenkins, Jr., Charleston, 
S. C., President; J. E. Lyons, High 
Point, N. C., Vice-President; Charles 
Parrott, Athens, Ga., Secretary-Treas- 
urer; Sam S. Chandler, Macon, Ga., 
State Vice-President; Frank J. Dana, 
Columbia, S. C., State Vice-President ; 
C. W. Sandrock, Fayetteville, N. C., 
State Vice-President; George B. Ed- 
wards, Montgomery, Ala., State Vice- 
President. 

Directors of the Association in ad- 
dition to the above named officers: 

James H. Roberts, Augusta, Ga.; W. 
S. Conner, Douglas, Ga.; Claude 
Littlejohn, Gaffney, S. C.; H. C. Cor- 
rell, Spartanburg, S. C.; Allen B. 
Wilborn, High Point, N. C.; C. W. 
Hayes, Lexington, N. C. 

Two additional Directors from 
Alabama are to be selected at an early 
date. 
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Fire Loss Continues Low 


THE FIRE LOSS IN THE UNITED 
STATES IN NOVEMBER IS ESTIMATED 
by the National Board of Fire Un- 
derwriters as $20,114,346. This is 
a reduction of $2,339,854 from the 
losses of November, 1933, or 10.4 
per cent. It is, however, 10.29 per 
cent above the losses in October 
1934. For the first eleven months of 
this year the losses have averaged a 
little less than $23,000,000 a month, 
as compared with more than $26,000.- 
000 a month in 1933, and more than 
$36,000,000 a month in 1932. 


Georgia Plans State Fire Fund 


GOVERNOR TALMADGE OF GEORGIA 
HAS ISSUED AN EXECUTIVE ORDER TO 
each state department to set aside an 
amount equal to the premiums paid on 
policies covering its property, such 
amount to remain in the state treasury 
and form the nucleus of the state fire 
insurance fund. The order is to take 
care of insurance from January 6th, 
when over six million dollars of in- 
surance expires, until the legislature, 
which meets January 14th, takes 
action. 


Reduce Rates in Oklahoma 


INSURANCE COMPANIES WRITING 
FIRE AND TORNADO COVERAGE IN 
Oklahoma voluntarily filed a reduced 
rate schedule with the Oklahoma In- 
surance Board to become effective 
shortly after January Ist. The new 
filing reduces tornado rates on build- 
ings of wind-resistive construction 


‘which were formerly 18c on buildings 


and 17c on contents to 14¢ on both 
building and contents. The new rate 
also includes hail coverage. The com- 
pany insurance credits on ordinary 
construction have been reduced ap- 
proximately 20 per cent. 


Atlantic Mutual of N. Y. 
Elect New Officers 


AT A MEETING OF THE BOARD OF 
TRUSTEES OF THE ATLANTIC MUTUAL 
Insurance Company, held on January 
2nd, Clarence N. Woolley, chairman 
of the board of the American Radia- 
tor & Standard Sanitary Corporation, 
was elected to fill the vacancy caused 
by the resignation of William 
Procter. 

Gordon H. Smith and Franklin B. 
Tuttle were elected assistant vice- 
presidents of the company. Mr. Smith 
has been in charge of the ocean- 
marine underwriting department for 
some time, as has Mr. Tuttle of the 
inland-marine underwriting depart- 
ment. 

eee 


Minnesota Approves 
Marine Definition 


GARFIELD W. BROWN, INSURANCE 
COMMISSIONER OF MINNESOTA, HAS 
approved the use of the nation-wide 
definition of the insuring powers of 
marine and transportation under- 
writers in his state, subject to the fol- 
lowing modifications : 

“(a) Delete the clause reading as follows: 
‘Excluding the permanent residence of 
the assured’ where the same appears in 
Sub-paragraph (t) of Paragraph (e) of 
Article (i) thereof. 

“(b) Delete the clause reading as follows: 
‘That only while in the custody of the 
furrier and/or fur storer’ where the 
same appears in Sub-paragraph (s) of 
Paragraph (e) of Article (i) thereof. 

“(c) Delete all of Paragraph (g) of 
Article 2 thereof.” 

eee 


Nebraska Rescinds Marine 
Definition 

INSURANCE DIRECTOR HERDMAN OF 
NEBRASKA HAS RESCINDED HIS PRE- 
vious approval of the nation-wide 
definition and interpretation of the 
insuring powers of marine and trans- 
portation underwriters. The new rul- 





ing is dated December 4th, and the 
joint committee on interpretation and 
complaints has announced that, ef- 
fective December 4th, it has sus- 
pended the articles of agreement in 
Nebraska. 

eee 


Comprehensive Form 


Approved in New York 


THE NEW YORK INSURANCE DE- 
PARTMENT HAS APPROVED FOR FILING 
the stated amount in comprehensive 
automobile policy in the National 
Automobile Underwriters Associa- 
tion. The forms filed provide full 
coverage on all losses with a deduct- 
ible blank to collision or upset, or as 
an alternative, full coverage on all 
losses excluding loss caused by colli- 
sion or upset. 

eee 


S. E. U. A. Anti-Mutual Rule 
Held to Violate Georgia Code 


EARLY IN NOVEMBER OF LAST YEAR 
THE SOUTHEASTERN UNDERWRITERS 
Association, at its meeting in Pine- 
hurst, North Carolina, amended its 
rules on mixed mutual-stock agencies 
by setting up explicit restrictions and 
also made a declaration limiting com- 
missions to be paid under certain 
conditions. 

The question has come up whether 
this rule violates the Code in Georgia, 
and the Attorney General of that 
State on December 20th, at the re- 
quest of Honorable Lewis A, Irons, 
Deputy Insurance Commissioner, 
gave the following opinion in a letter 
to that official : 

Dear Mr. Irons: 

I am in receipt of your letter of re- 
cent date inclosing copies of notices 
recently sent out by the Southeastern 
Underwriters Association of Atlanta, 
Georgia, in which you request my 
opinion as to whether or not the rules 
promulgated by the Southeastern Un- 
derwriters Association, as embodied in 
these notices, are violative of Section 
2466 of the Georgia Code. 

The rules referred to are as fol- 
lows: 

“On and after January 1, 1935, 

no member of this Association 

shall compensate its Local Agents 

who represent a Mutual Insurance 

Company whose domicile and 

principal office is outside of S. E. 

U. A. territory, on any other basis 

than as follows: “Fire (including 

all other kinds of business written 

on fire policies) not exceeding— 

15% “Windstorm, Cyclone and 

Tornado, not exceeding—15%. 

“Said commission allowances will 

cover and include all agency ex- 

penses, such as postage, exchange, 
advertising, solicitors’ fees, per- 
sonal local license fees, rent, clerk 
hire, services in adjusting losses 
under policies issued by the Agent 
or Agency, local board expenses, 
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and all other agency charges, ex- 

cepting only maps, map correc- 

tions, advertising as required by 
law, and taxes.” 

“No member of this Association 
may enter an agency representing 
any Mutual Company, or any Com- 
pany paying dividends to policy- 
holders, unless such Company is 
domiciled and has its principal 
office in the territory of the South- 
Eastern Underwriters Association ; 
nor shall any member of this 
Association remain in an agency 
which shall hereafter take on the 
representation of any Mutual 
Company or Companies paying 
dividends to policyholders, unless 
such Mutual Company, along with 
stock companies members of the 
Association, shall be acquired 
through purchase of an agency, 
and then only if such Mutual 
company is domiciled and has its 
principal office in the territory of 
the South-Eastern Underwriters 
Association.” 

It is my understanding that the 
Southeastern Underwriters Association 
is composed of substantially all of the 
insurance corporations, usually desig- 
nated as “old line companies,” which 
are engaged in writing fire insurance 
in this State, and that these com- 
panies enter into the Association under 

’ agreements by which they contract to 
observe the rules of the Association 
and to write insurance only at the rates 
promulgated by the Association. Ac- 
cordingly, it should be assumed that 
the rules hereinabove quoted have 
been assented to by all of such com- 
panies and therefore, in purpose and 
effect, represent contracts or agree- 
ments to which all such companies 
are parties. 

Section 2466 of the Civil Code of 
Georgia provides in part as follows: 

“It shall be unlawful for any in- 
surance company, or companies, 
authorized to do business in this 
State, or the agent, or agents 
thereof, to make, maintain, or 
enter into any contract agreement, 
pool, or other arrangement with 
any other insurance company, or 
companies, licensed to do business 
in this State, or the agent or 
agents thereof, for the purpose of, 
or that may have the tendency or 
effect of, preventing or lessening 
competition in the business of in- 
surance transacted in this State. 
And when it shall be made-to ap- 
pear to the commissioner of insur- 
ance that any company, or com- 
panies, agent, or agents have en- 
tered into any such contract, 
agreement, pool, or other arrange- 
ment, said commissioner shall re- 
voke the license issued to such 
company or companies, and the 
same shall not be reissued until 
the president or chief officer of 
such company or companies shall 
file an affidavit with said com- 
missioner, stating that such con- 
tracts, agreements, pools, or other 
arrangements have been annulled 
and made void :” 

It seems clear to me that the rules 
quoted above represent contracts or 
agreements to which all of the insur- 
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ance companies holding membership in 
the Southeastern Underwriters Asso- 
ciation are parties. It remains there- 
fore to determine only whether such 
contracts and agreements were en- 
tered upon “for the purpose of, or 
that may have the tendency or effect 
of, preventing or lessening competition 
in the business of insurance transacted 
in this State.” 

The manifest purpose and intent of 
this section of the Code was to prevent 
combinations or agreements between 
insurance companies which would have 
the effect of lessening competition, and 
to foster and encourage competition 
between insurance companies, to the 
end that that the public might secure 
insurance protection at the lowest ob- 
tainable rate. It is the declared public 
policy of this State that competition in 
all lines of business should be en- 
couraged, and that contracts in re- 
straint of trade, or tending to establish 
monopolies, should be discouraged and 
outlawed. See Civil Code 1910, Sec- 
tion 4253; Brown v. Jacobs’ Pharmacy 
Company, 115 Ga. 429. This was an 
established principle of the common 


(Continued on Page 27) 
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Massachusetts’ Governor 


Urges State Fund 


THE CREATION OF A STATE FUND 
FOR WORKMEN’S COMPENSATION IN- 
surance was urged by Governor 
James M. Curley of Massachusetts in 
his inaugural address on January 3rd. 
Governor Curley said: 

“The workmen’s compensation act 
as at present administered too fre- 
quently deprives injured men and 
women of their just rights. The vi- 
cious practice of consigning perma- 
nently disabled workers and elderly 
workers to the charity rolls or the 
poor house could, in my opinion, be 
prevented through the establishment 
of a state fund for workmen’s com- 
pensation. The excessive premiums 
now charged in thousands of cases 
are beyond the ability of the employer 
to maintain with the result that as a 
protective measure only the young and 
strong are permitted opportunity for 
work. The Department of Labor and 
Industry could be materially strength- 
ened and its scope for usefulness in- 
creased through the transfer of the 
Industrial Accident Board to the De- 
partment of Labor and Industry there 
to be administered as a division of that 
department. 

“The present system of limiting the 
payment to women and men totally 
and permanently injured in industry to 
a period of approximately five years is 
a gross injustice. I accordingly recom- 
ment the adoption of such legislation 
as will permit the payment of per- 
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manent compensation to workers per- 
manently incapacitated rather than 
require their community to bear the 
burdens resulting from injuries re- 
ceived in industry. It is highly im- 
portant that the term “average weekly 
wage” be more equitably defined for 
the protection of workers suffering 
serious injury in the discharge of their 
duties, since under existing law it is 
not uncommon to limit the payment 
made to a worker to a paltry sum each 
week.” 

Governor Curley called attention 
to the great dissatisfaction with the 
Compulsory Automobile Liability In- 
surance Law. He urged more com- 
plete and prompt investigation of ac- 
cidents, including non-fatal as well 
as fatal. He would have the court 
and enforcement officials administer 
the law rigidly and bar drunken and 
reckless drivers from the road per- 
manently. 

eee 


Experience Rating 
Held Discriminatory 


THE ATTORNEY GENERAL OF THE 
STATE OF WASHINGTON HAS ADVISED 
Insurance Commissioner Sullivan 
that the automobile experience rating 
plan is discriminatory and therefore 
prohibited by the insurance code. In 
a communication to Commissioner 
Sullivan, Assistant Attorney-General 
Downer says in part: 

“While our minds are not entirely 
free from doubt, we are very strongly 
inclined to believe that the proposed 
plan is discriminatory. It classifies 
risks according to the number oi 
vehicles under one ownership. A 
vehicle on the highway is subject to 
the same hazard whether it be the only 
vehicle possessed by its owner, or be 
one unit in a ‘fleet’ of many, under one 
ownership and control. Regardless of 
the actual wording of the policy, public 
hability and property damage in auto- 
mobile insurance is simply insurance 
against the hazard incident to the 
operation of motor vehicles on the 
highway. And it would seem that the 
mere size of a ‘fleet’ could have no real 
relationship to such hazard. 

“Tf it be urged that the plan is not 
a classification according to the size 
of the ‘fleet’ but is really a classifica- 
tion according to the adoption of cer- 
tain safety standards, and that prac- 
tical considerations require the pre- 
scribing of minimum limits in the size 
of eligible ‘fleets’, the result is the 
same. The adoption and application 
ot the safety standards is what would 
affect the hazard, and, it seems to us, 
is what should serve as the basis for 
classification. 

“It further seems to us that any plan 
of individual rating based on the past 
loss experience of individual risks 
would be discriminatory as to other 
risks possessing common character- 
istics. And it seems to us that the 
proposed plan would have that result. 
In this connection we should not. over- 
look the fact that a discrimination is 
a discrimination whether an individual 
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rate be lowered or increased, the only 
difference being in the party who suf- 
fers from such discrimination. If the 
plan resulted in the lowering of the 
rate of a particular ‘fleet’, other risks 
entitled to the same _ classification 
would be discriminated against; if it 
resulted in an increase, the risk whose 
rate was increased would be discrim- 
inated against. In either event, there 
would be a discrimination between 
risks entitled to the same classifica- 
tion.” 

Mr. Downer points out also that in 
1918 the insurance department ruled 
that either the exact plan now sub- 
mitted, or other similar plans, were 
discriminatory although it appears 
that this matter has never been for- 
mally submitted to the attorney-gen- 
eral for an opinion, The insurance 
commissioner has large powers and 
discretion. 

The subject involved is essentially 
technical. The question presented is 
not so much a question of whether 
the automobile experience rating plan 
should be held violative of law, con- 
sidered as a matter of first impression, 
as it is a question of whether the 
law so plainly and clearly authorizes 
such plan that one would be justified 
in overruling a departmental con- 
struction of sixteen years’ standing. 


New Casualty Commissioner 
in Texas 


RICHARD G. WATERS HAS BEEN AP- 
POINTED TO SUCCEED W. S. POPE AS 
Casualty and Surety Commissioner 
of Texas. Mr. Waters, now an assist- 
ant attorney general was District 
Attorney at Texarkana and served as 
Governor-elect Allred’s campaign 
manager last year. 


Harold P. Janisch with 


Kemper Organization 


HAROLD P. JANISCH JOINED THE 
KEMPER ORGANIZATION ON JANUARY 
l as vice president of the Lumber- 
mens Mutual Casualty Company and 
associated companies. 

For the past six years Mr. Janisch 
has been vice president and a director 
of the Shawmut National Bank of 
Boston. Prior to that time he was 
general manager of the American 
Mutual Alliance, which he organized 
in 1922. Through this activity he be- 
came widely known in insurance 
circles. 

Mr. Janisch is a graduate of the 
University of Wisconsin, and first 
practiced law in Madison. In 1920, 
following his return from service 
during the war, he became a member 
of the firm of Ekern, Meyers & 


Janisch in Chicago, in which capacity 
he continued until he organized the 
Alliance. 

In addition to Mr. Janisch, the 
Kemper organization has added to its 
staff during the past few years: W. 
J. Constable, who was formerly sec- 
retary of the Massachusetts Auto- 
mobile Rating & Accident Prevention 
Bureau; J. A. Arnold, formerly sec- 


‘retary of the Merrimack Mutual Fire 


Insurance Company of Andover, 
Massachusetts; and T. G. Mc- 
Cracken, who for many years was 
vice president and general manager 
of the Retail Hardware Mutual Fire 
Insurance Company of Minneapolis. 


Has 25th Anniversary 


CHARLES A. WHEELER, CHIEF EX- 
AMINER OF STOCK CASUALTY AND 
surety companies with the New York 
Insurance Department, celebrated 
the 25th anniversary of his appoint- 
ment as an examiner in the depart- 
ment late in December. His career 
began in the statistical bureau of the 
department in Albany and on Decem- 
ber 27, 1909 he was appointed an 
examiner by Superintendent William 
H. Hotchkiss. December 1928 
Superintendent James A. Beha named 
Mr. Wheeler as Chief Examiner of 
stock casualty insurance companies. 
He assumed this post on January 1, 
1929, at which time the Honorable 
Albert Conway became = superin- 
tendent of the department. 


Automobile Deaths Higher 


STATISTICS ON AUTOMOBILE ACCI- 
DENTS COMPILED BY THE TRAVELERS 
would indicate that fatalities jumped 
about 16 per cent during 1934 and 
that the total is about 36,000. Despite 
the fact that there has been an in- 
crease in deaths there has been a de- 
crease in the frequency of accidents 
as well as in the number of persons 
injured non-fatally per death. The 
decrease in accidents per death has 
been 3% and in the number of per- 
sons injured non-fatally per death 
8%. This experience, according to 
the summary, emphasizes the trend 
in more serious accidents which has 
been evidenced for a number of 
years. 

The year’s fatality toll from auto- 
mobile accidents brings the ten-year 
street and highway death record up 
to more than 290,000. It is estimated 
that nearly. 8,000,000 persons have 
been injured non-fatally during the 
same ten year period. A continuation 
of the present adverse trend through 
1935 would mean in that year a cas- 
ualty toll of more than 40,000. 





Photo by Underwood and Underwood 


JoURNAL OF AMERICAN INSURANCE 


Massachusetts is the only state in which all automobiles are expected to carry liability insurance. 





























COMPULSORY AUTO LIABILITY INSURANCE 
IN MASSACHUSETTS 


N January 1, 1927, there went 

into effect in Massachusetts an 

act requiring every owner of a 
registered motor vehicle to secure the 
payment of damages for which he 
might become liable on account of 
personal injuries or accidental death 
“arising out of the ownership, opera- 
tion, maintenance, control or use upon 
the ways of the commonwealth of 
such motor vehicle.” This require- 
ment may be satisfied by obtaining a 
liability insurance policy or a surety 
bond, or by depositing $5000 in cash 
or securities. Practically all, if not 
all, of the owners who have complied 
with the law have purchased liability 
insurance policies. 

Insurance contracts written in ac- 
cordance with this act differ from the 
usual form of automobile liability in- 
surance contract in several partic- 
ulars, of which the most important 
are as follows: (1) the coverage of 
the contract is limited to the “ways” 
of the state, i.e., it does not cover on 
private property nor outside the 
state; (2) the obligation of the in- 
surer to meet claims for damages is 
not impaired by any act or neglect of 
the insured owner, though the latter 
may become liable to reimburse the 
insurer in case of fraud or violation 
of the agreement ; (3) cancellation of 
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the contract is effective only on 15 
days’ notice by either insurer or in- 
sured. All contracts expire on 
December 31. 

Public liability coverage may be ex- 
tended to all parts of the United 
States and Canada by adding “extra- 
territorial” clauses to the standard 
Massachusetts contract, such addi- 
tional coverage being subject to the 
usual limitations found in contracts 
issued in other states. 

The law requires the Commissioner 
of Insurance to “fix and establish .. . 
adequate, just, reasonable and non- 
discriminatory premium charges” to 
be “used and charged” by insurance 
carriers doing business in the state. 
These premiums are applicable only 
to the statutory limits of $5000/$10,- 
000 on the ways of the state. Extra- 
territorial charges and rates for 
limits in excess of $5000/$10,000 are 
fixed by the carriers. 

If an insurance carrier cancels a 
policy (or bond) or refuses to in- 
sure an applicant, the motor-vehicle 
owner may appeal to a board con- 


sisting of the Commissioner of insur- 
ance (or his representative), the Reg- 
istrar of Motor Vehicles (or his rep- 
resentative) and an Assistant Attor- 
ney-General. This Board of Appeal, 
after hearing, may sustain the carrier, 
may order it to continue a policy al- 
ready in force, or may order the is- 
suance of a policy. If the appeal is 
on a notice of cancellation, cancella- 
tion is suspended pending the findings 
of the Board. 

This brief outline covers the essen- 
tial features of the only general com- 
pulsory automobile insurance act now 
in force in the United States, an ex- 
periment which has given rise to con- 
siderable controversy, marked by cer- 
tain real grievances, an undue amount 
of heat, and an enormous amount of 
erroneous argument. 


HE principle of compulsion does 

not, in itself, seem to have 
awakened serious objection. Motor- 
ists personally and through their rep- 
resentatives, both elected and self- 
constituted, appear to be more con- 
cerned with the particular rates which 
they must pay than with the idea of 
being compelled to take insurance and 
pay some charge for it. The stock 
insurance carriers and their organiza- 
tions have attacked the aot on the 
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grounds of its results in terms of in- 
creased losses, inadequate rates and 
adverse underwriting conditions. But 
they have proposed as a substitute a 
“financial responsibility law” which 
applies the principle of compulsion to 
a smaller group. In addition to the 
grievances mentioned, insurance car- 
riers fear the possibility of state in- 
surance, agitation for which has been 
highly vocal, but not very successful. 
The principal target of criticism 
has been the premium rate structure. 
Insurance carriers have attacked the 
inadequacy of rates, and motorists 
have complained of the greatly in- 
creased charges in certain areas, The 
rate level for the state as a whole was 
lowered for 1927, the first year of 
the law, in comparison with the level 
obtaining in 1926, when rates were 
made by the carriers. Based on 1927, 
the relative rate levels are as follows 
for 1926 and succeeding years :* 
Rates for Revere and Boston were, 
in 1926 and 1927, the same as those 
for Chelsea but for 1935 the Revere 
rates have become $75 and $80 for 
W and Y cars respectively, and the 
Boston rates $65 and $70. Complete 
figures for selected territories are 
presented in Table I. 
Representatives, political and other- 
wise, of territories in which rates 
have been high or have shown con- 
siderable increases over previous 
rates, have noisily asserted their 
wrongs, before the Commissioner of 
Insurance, in the legislature, and in 
the public prints. There have been 
demands for relief from specific 
rates, protests against increases in 
the general rate level. proposa!s that 
a flat rate be charged for the entire 
state (regardless of the hazards of 
individual territories) and schemes 
for a state fund. While such pres- 
sure has undoubtedly had its effect 
on rates, the more radical suggestions 
have received little support, and a 
special session of the General Court, 
held in 1931, wholly for the purpose 
of reducing costs under the law, was 


1 Private passenger cars only. Extra-territorial 


charges included. 


While rates for the state as a whole show only 
a moderate increase over 1926 rates, those for certain 
territories show marked variations from the general 
trend. For W (light private passenger) cars, the 
Chelsea rate was decreased from $41? in 1926 to 
$31 in 1927, or 24 per cent. For 1935 this rate has 
become $76, or an increase of 145 per cent over the 
1927 rate. Y (large expensive) cars, for which a 
rate of $61 was charged in Chelsea in 1926, and a 
rate of $47 in 1927, now are rated at $82.5 

All rates quoted include the  extra-territorial 
charge. 

3In 1932 the Chelsea rate for Y cars was $119, 
the highest ever charged in the United States. 
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prorogued with practically nothing 
accomplished. 
eee 

O aid the Commissioner in the 

determination of rates the Massa- 
chusetts Automobile Rating and Ac- 
cident Prevention Bureau was or- 
ganized in January, 1926. All insur- 
ance carriers writing automobile pub- 


lic liability insurance in the state are . 


members. The Bureau collects sta- 
tistics and each year recommends 
rates to the Commissioner, whose 
representative participates contin- 
uously in its work. Its recom- 
mendations have been adopted for 
only one year, 1928, when lack of 
experience made the continuation of 
the 1927 rates expedient. The rates 
for all other years represent reduc- 
tions from those recommended by the 
Bureau. 

These reductions represent, par- 
tially, smaller allowances for expenses 
than were suggested and, partially, a 


lower estimate of expected loss pay- 
ments. In the rates for 1927 and 
1928, as promulgated by the Commis- 
sioner, 15 per cent (instead of the 
usual 25) was allowed for acquisition 
expense; in later years 12 per cent 
has been allowed for “acquisition and 
field supervision” expense instead of 
20 per cent as recommended by the 
Bureau. Throughout the period, the 
allowance for the payment of losses 
has been set at a figure lower than 
that recommended, principally be- 
cautse the Commissioner has refused 
to recognize, at least to the degree 
sought by the Bureau, the trend 
toward higher losses from year to 
year, 

The net result has been that losses 
have exceeded the provision made for 
them in the rates by $12,734,387, or 
14 per cent, during the period 1927- 
1933, inclusive. Table II shows the 
results by years. 

In 1926 a loading of 44.1 per cent 








TABLE I 


Public Liability Insurance Rates, Massachusetts, Private Passenger Cars 
(Including extra-territorial coverage). 


W CARS 


Chelsea 
Revere 
Boston 
Cambridge 
Arlington 
Wakefield 
Lowell 
Springfield 
Pittsfield 19 
“Remainder of State”.14 


1926 1927 
Chelsea 50 39 
Revere 
Boston 
Cambridge 
Arlington 
Wakefield 
Lowell 
Springfield 
Pittsfield 3 
“Remainder of State”.18 


1926 
61 


1927 
7 


47 
47 
47 
Cambridge 47 
Arlington 5 47 
Wakefield 

Lowell 

Springfield 

Pittsfield 


iy 1927 1928 1929 1930 1931 
31 31 49 67 7 


1928 1929 
39 49 


1928 1929 1930 
64 = 83 


1932 1933 1934 
90 80.50 
60 60 76 : 74.50 
64 : 65.50 
49 : 49.50 
37 a 38.50 
37 38.50 
40 3 

29 

19 

19 


1935 
6 


1930 1931 1932 
70 71 96 


22.50 


1931 1932 

119 

101 
72 
66 
50 
50 
54 
40 
32 
32 


1933 








TABLE II 


Incurred 
Losses 


16,157,478 
14,844,562 
15,167,508 


$102,572,443 


* Provision for losses exceeded losses. 


$89,838,056 


Provision for losses 


Excess 
$ 2,015,996 
3,160,642 
2,055,072 
2,987,056 
1,575,316 
* 151,095 
1,091,400 


$12,734,387 


in rates 


14,076,108 





for expenses and profit was included 
in the rates charged by stock com- 
panies. Loadings have been allowed 
by the Commissioner as follows: 
1927, 40.2 per cent ; 1928, 40.2; 1929, 
34.5; 1930, 35.5; 1931, 35.5; 1932, 
35.5; 1933, 36; 1934, 36; 1935, 36. 
These loadings were intended to en- 
able stock companies to meet ex- 
penses and earn a profit of 2.5 per 
cent of premiums. For the seven 
years for which experience is avail- 
able the stock-company results were 
as follows: 


Expense 

and profit Expenses Percentage 
Year rates allowed incurred Excess 
1987.55 40.2 41.52 é 
Lo eee 40.2 42.04 4.6 
ee 34.5 38.87 12.7 
i eee 35.5 39.02 9.9 
i. ee 35.5 37.91 6.8 
) er 35.5 36.54 2.9 
Rae 36 37.18 3.3 


In other words, the stock companies 
not only failed to make profits but 
incurred considerably more in ex- 
penses than the allowance provided 
by the rates for both expenses and 
profits. 


The experience of mutual com- 
panies shows expense ratios of 35.4 
per cent in 1928; 36.08, in 1929: 
32.02, in 1930; 34.32, in 1931; 29.21, 
in 1932; and 27.49 in 1933. Even 
with the economies effected by mu- 
tuals, the incurred expenses exceeded 
the allowance in 1929. 


The figures presented show beyond 
question that rates have been inade- 
quate. They were intended to make 
it possible for stock companies to do 
business at a profit; they have re- 
sulted in severe losses to such carriers 
as a whole. Well managed mutuals 
have returned dividends to their 
policyholders, but in some cases at a 
lower rate than on automobile busi- 
ness elsewhere. Certain mutuals or- 
ganized by incompetents (or worse) 
were quickly and disastrously wound 
up by the state. 


Several companies, both stock and 
mutual, have discontinued writing in- 
surance under the law, but there has 
been no general withdrawal. Varia- 
tions in underwriting policy and abil- 
ity have, of course, brought greatly 
varying results to individual carriers. 
but the general verdict is unfavorable. 
It must be remembered, however, that 
severe underwriting losses have been 
experienced in other sections of the 
country. 

eee 


T has been indicated that, under 

the law, the carriers are not free 
to accept or reject risks as they 
choose. During 1933, 4843 com- 
plaints were made to the Board of 
Appeal by motorists who had been re- 
fused insurance or whose policies 
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had been cancelled. Only 1602 of 
these cases were actually decided on 
their merits; the carriers being up- 
held in 1127 cases, and the complain- 
ing motorists in 475. These figures 
tell only a part of the story. Many 
cases were disposed of on technical 
points, on default or by agreement of 
the parties. Undoubtedly the carriers 
write many contracts for reasons of 
business policy, or because they feel 
unable to make out a case, which 
otherwise they would not accept. 
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of the law. There are no figures on 
the basis of which a categorical an- 
swer to this question can be given. 
Available statistics do not indicate 
any effect, favorable or adverse, on 
the occurrence of accidents. Claim 
frequency has shown a marked in- 
crease (43 per cent for private pas- 
senger cars from 1927 to 1933 inclu- 
sive), but the knowledge that prac- 
tically every motorist is insured may 
well be responsible for this increase 








Loss costs in Massachusetts have increased since 1927. The average incurred loss 
for statutory coverage per private passenger car insured increased from $19.53 for the 


year 1927 to $23.73 for the year 1930, or 22 per cent. 


The following table shows the 


average loss incurred, the increases per year, and the increases in corresponding figures 
for nine other states combined and for the country at large :* 


Mass. 
Policy Average 
Year Incurred Loss 
RP oly 5 avg dnican naan ae ae $19.53 
= Bgecihstais iose ckaat eee eee = - 
I i foie ccna sx oc Be ea 39° 
NE once se Das oa eee 23.73° 


It is evident that loss-costs in- 
creased everywhere during the period 
cited, and in approximately the same 
ratio as in Massachusetts.+ The 
causes were various: increased con- 
gestion, greater speed, education of 
the public in making and pressing 
claims, ambulance-chasing and fraud, 
need for money due to the depression, 
competitive adjustments. All of 
these causes were probably operative 
but no statistical statement of their 
relative effectiveness is possible. It 
is the judgment of competent au- 
thorities that certain sections of 
Massachusetts have been particularly 
fertile in fraudulent claims. Investi- 
gations and prosecutions have de- 
veloped definite cases of guilty claim- 
ants, lawyers and doctors, and the 
combined activity of carriers, the bar, 
and state authorities may bear fruit 
in reduced or less rapidly increasing 
loss-costs. 


No discussion of the Massachusetts 
system is complete without some 
mention of its effect on highway safe- 
ty. The fundamental purpose of the 
law is to make motorists financially 
responsible for damages. But much 
argument has been heard to the effect 
that the carrying of insurance breeds 
carelessness, particularly in those who 
are forced to carry it by the operation 


* Report of the Committee to Study Compensation 
for Automobile Accidents, pp. 121-2. 

5In Massachusetts policy-year is the calendar year: 
elsewhere policy-year figures show experience under 
all policies written in a given year. 

*Includes a loss development factor to make 
Massachusetts experience comparable with experience 
in the nine other states. 

TStock-company experience in California, Con- 
necticut. Illinois, Missouri, New Jersey, New York, 
Ohio, Pennsylvania, Wisconsin. 

* Stock-company experience. 


+ Such further figures as are now available do 
not show any marked change in the relationship of 
Massachusetts to other localities. 


Mass. Nine States’ Country- 
Index Index wide Index 
Number Number Number*® 
100 100 100 
111 102 103 
110 111 113 
122 119 121 








rather than a larger number of acci- 
dents.° 
e@e @ 


HAT of the future? The law 
will probably not be repealed. 
After an exhaustive investigation, a 
highly competent legislative commis- 
sion reported in 1930 against repeal. 
although numerous recommendations 
for improvement were made. Con- 
stant agitation and introduction of 
bills in the regular sessions of the 
legislature, as well as the holding of 
a special session in 1931, show clearly 
by their lack of results that the law 
will probably remain on the books. 
and that it will be most difficult to ef- 
fect any important changes in it. The 
legislatures of 1932 and later years 
have shown an almost complete lack 
of interest in the law and its con- 
comitant problems. . 
Rates and underwriting restrictions 
are still the principal problems of the 
carriers. There is no indication of 
relief from inadequate rates unless 
losses cease to increase, or reverse 
their trend. If the Commissioner of 
Tnsurance continues to apply the same 
principles to rate making as in the 
past, the stock carriers may be en- 
abled to recoup some of their losses, 
and the mutuals to pay larger divi- 
dends. But so far, losses have in- 
creased, and the change is not in 
sight. 








®Claim frequencies for the country as a whole 
have been relatively stable. 


ONE-WAY ARGUMENT.— TELEPHONE 
OperATOR—“It costs seventy-five cents to 
talk to Bloomfield.” 

CaLLtER—“Can’t you make a special rate 
for just listening? I want to call my 
wife.”—Associated Magazines. 
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The Resident Agents Law 


Excerpts from an address delivered before the 
National Convention of Insurance Commissioners at 
St. Petersburg, Florida 


By CHARLES C. GREER 


COMMISSIONER OF INSURANCE 
STATE OF ALABAMA 


HE legislative intent of the 
| Resident Agency Law appears 
to be twofold in Alabama, as 
will be observed from the first sen- 
tence in the Alabama statute concern- 
ing this subject: “To facilitate col- 
lection of premium taxes and fees for 
agents, all stock fire and casualty in- 
surance companies doing business in 
this state shall issue all policies upon 
property or risks in this state through 
resident agents duly licensed, who 
shall countersign all such policies.” It 
is, then, first, to facilitate the collec- 
tion of premium taxes; and, second, 
to facilitate the collection of fees for 
agents. It is appropriate, therefore, 
to discuss these purposes of the law in 
the order named. 
ee @ 
To Facilitate the Collection of 
Premium Taxes. 
HE legislature, in considering 
this phase of the subject, may 
have had in mind the fundamental 
objection the American people have 


to any form of taxation, and their ap- 
parent willingness generally to avoid 


taxation wherever possible. They 
probably considered that insurance 
corporations might issue numerous 
contracts in a particular state with- 
out having them countersigned and 
without any record of such contracts 
being kept by the agents within the 
state. Without such record it ap- 
peared possible for the company to 
neglect to report to the state the con- 
siderations, or any portion thereof, 
paid for such contracts, and in this 
way escape taxation. 

Admittedly this was, and still is, 
a possibility. Nevertheless, the man- 
agement of insurance companies of 
America consists of as high type of 
men from the standpoint of integrity 
and ability as any other business in 
the nation. For many years, they 
have been subject to regulation by the 
several states. They approve sound. 
reasonable, and comprehensive state 
regulation. Moreover, it is my ob- 
servation that they do not object to a 
reasonable rate of taxation. If thev 
ever objected, they have become so 
accustomed to it that they consider 
the subject of taxation by the several 
states just one of the problems of 
their business. 

In checking the tax statements of 
companies annually, during the last 
four years, it would obviously appear 


that the companies doing business in 
a particular state make entirely true 
tax returns to such state. During 
this period we have found few errors, 
and when found, it was only neces- 
sary to call the particular company’s 
attention to the error, and it was 
promptly corrected. There is reason 
to believe, therefore, the companies 
in all good faith pay the taxes legally 
required by the several states. Not 
only do they do this because the law 
requires it, but also because the man- 
agement of insurance companies as a 
whole is thoroughly dependable and 
trustworthy. They, therefore, would 
not indulge in any sharp practices to 
evade the small amount of taxes re- 
quired by the several states. 


From this statement, you will 
readily appreciate that the counter- 
signature of policies for the purpose 
of collecting taxes may formerly 
have been necessary, but that its 
necessity now for this purpose is 
probably entirely questionable. 


To Facilitate the Collection of Fees 
or Commissions for Agents. 


HE insurance business in the 

United States has been largely 
established and built upon the agency 
system. Without the American 
agency system, it is perfectly obvious 
that the insurance business in this 
nation could not and would not have 
grown to the extent it has. The in- 
surance agents of the several states 
consist of some of the leading citizens 
of those states. Naturally, then, if 
they need them, a particular state is 
interested in enacting laws to protect 
such citizens. 


Under the general title of “busi- 
ness-getting” methods, it appears that 
both companies and their represen- 
tatives have enthusiastically sought 
business ; that corporations domiciled 
in one state have property in other 
states; that agents at the domicile 
have sought to write insurance on 
all risks of such corporations wher- 
ever located; that such corporations 
desiring to keep overhead costs and 
expenses as low as possible, and to 
be certain of adequate protection, 
have frequently had one person to 
purchase the insurance on all prop- 
erty of the corporation wherever 
located ; and that, when contracts of 
insurance are thus made, states other 


than domiciliary states, having prop- 
erty of such corporation located in 
them, may not get taxation on insur- 
ance. written in such domiciliary 
states. And agents of other states in 
which certain properties are located 
are not getting the commissions to 
which they think they are entitled on 
such business as is written in the 


-domiciliary states. 


It appears, then, that the agents, 
without understanding constitutional 
inhibitions, sought the enactment of 
legislation which would protect their 
rights to receive the commissions, or 
a portion thereof, on such contracts 
covering property or risks in states in 
which such agents reside. Anyway, 
a number of states have enacted laws 
to have contracts covering risks or 
property in such states countersigned, 
and have further provided that the 
commissions on such contracts, or a 
portion thereof, shall be paid to the 
resident agent countersigning them. 


But a law enacted for this purpose. 
under appropriate conditions, has 
serious legal, administrative diffi- 
culties. While a state may regulate 
and forbid the making of insurance 
contracts with its citizens by foreign 
corporations within its borders, it 
can not legally regulate nor forbid the 
making of such contracts without its 
borders. For a state can enact no 
valid law having extra-territorial ef- 
fect. From a particular state’s point 
of view, it would appear unfair for 
the agent of a foreign state to execute 
insurance contracts covering risks or 
property within its borders, and to 
take the commissions for executing 
such contracts from its resident 
agents. Nevertheless, if the contract 
is wholly consummated ~ without its 
borders, it can exercise no jurisdic- 
tion over it. Agents frequently think 
that a law stating in substance that 
contracts covering property or risks 
within a state shall be countersigned 
by resident agents who shall rece‘ve 
the usual commissions can be en- 
forced even if the contract was 
wholly executed in another state. 
Sometimes administrative officers 
have thought this, and such thinking 
has caused futile and expensive liti- 
gation. 

From these remarks you will ob- 
serve that the Resident Agency I aw, 
for the purposes of protecting the 
agents’ commissions, because it can 
not affect contracts consummated 
without the state, may not be of great 
value. The state, of course, ought 
to protect its agents. But it is doubt- 
ful if a law of the type of the usual 
Resident Agents Law will do this. 
Certainly such law will not if the 


(Continued on Page 26) 
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PUBLIC SERVICE OF INSURANCE SUPERVISION 


HE business of life insurance is 
based upon a contractual agree- 


ment which generally takes 
years to carry to completion. In that 
respect it is singularly different from 
the ordinary commercial transactions 
of every-day life, initiated and con- 
summated “while we wait.” It is ap- 
propriate, therefore, that we regard 
our life insurance history in terms 
of a longer unit of time. You are 
meeting here today in your 28th An- 
nual Convention. As time may be 
measured in life insurance, your or- 
ganization is young in spite of these 
years. But, measured in the same 
way, the business of life insurance 
itself is a young one. It is a com- 
paratively new development among 
the mechanisms of civilization. None 
of us has had the opportunity to ob- 
serve the operation of this great busi- 
ness over a long enough time to be 
fully appreciative of its true and ulti- 
mate potentialities. There has been 
no possibility of tracing its conduct 
over a cycle of its existence, for no 
true life insurance cycle has yet been 
run. It is still in the developmental 
stage. Yet there are those among you 
who have spent your entire business 
lives in this work. Your problems 
are always changing and your deci- 
sions of 25 years ago cannot be fol- 
lowed implicity but must be adjusted 
to meet changing situations. 


During the past few years, we all 


By DAN C. BONEY 


PRESIDENT NATIONAL CONVENTION OF INSURANCE 

COMMISSIONERS AND COMMISSIONER OF INSURANCE 

FOR THE STATE OF NORTH CAROLINA—IN AN ADDRESS 

BEFORE THE 28TH ANNUAL CONVENTION OF LIFE IN- 

SURANCE PRESIDENTS IN NEW YORK CITY, DECEMBER 
14TH, 1934. 

















have had an opportunity to learn 
some important things about the op- 
eration of life insurance business. 
That is one of the dividends of hard 
times. We probably will never again 
have to meet exactly the same prob- 
lems which confronted us in the early 
1930’s, but our experience should be 
invaluable in setting our course for 
the future. We learn by our experi- 
ences and progress by altering our 
ideas in the light of more matured 
observations. 


I used to think that anyone with 
a moderate amount of good sense 
could run a life insurance company 
in times of prosperity, but that it 
took an executive of real ability to 
run one through a prolonged business 
slump. In a measure, that still rep- 
resents my view, but experience has 
shown me the error of generalization. 


More than any other type of insur- 
ance business, life insurance must be 
run with an eye to the future. By 
reason of this, the safety of its 
reserve funds is of paramount im- 
portance. Thought must be given to 


the problem of meeting obligations 
with promptness and exactitude one 
generation and two generations hence. 
The rules of underwriting and in- 
vestment practices which are in effect 
today may very well have a greater 
effect 15 years from now than next 
year. 

Speaking as a representative of the 
body of Insurance Commissioners, I 
may say that we have a feeling of real 
interest in your problems and of re- 
sponsibility for their solution. At the 
same time, we bespeak a share of the 
credit for the splendid record which 
has been achieved. In final analysis, 
our interests and our aims are iden- 
tical with yours—the welfare of the 
insuring public. There may be an 
honest difference of opinion as to the 
best methods of accomplishing this 
purpose, but there can be no argu- 
ment on the purpose itself. In one 
locality, under one set of circum- 
stances, a particular method and or- 
ganization for guarding the public in- 
terest may be found highly success- 
ful. In another place, under different 
conditions, this might be found 
deficient or unworkable. No prin- 
ciples will be found universally ap- 
plicable. 

eee 


N Great Britain, for example, the 
life insurance business has been 
run for many years on the principle 
of “Freedom and Publicity.” While 
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there is much of merit in that manner 
of supervision, it does not follow that 
the same system would operate suc- 
cessfully on this side of the Atlantic. 
In England, life insurance was being 
sold on a well-established basis some 
hundred years before the first of our 
present large companies was organ- 
ized in this country. It developed 
slowly and, today, England’s largest 
companies are notably smaller than 
the mammoth institutions of this 
country. 

Such a_ gradual evolutionary 
process taking place in a concentrated 
territory resulted in the establish- 
ment of well-developed insurance 
practices and a widespread sense of 
public responsibility for the efficient 
management of the business. The 
remarkably rapid growth that life in- 
surance has enjoyed in America over 
a broad expanse of country, on the 
other hand, has brought with it cer- 
tain inherent problems which, if they 
had to be met at all in Britain, were 
much less acute. 

The employment in this country of 
what has come to be known as “The 
American Agency System” coupled 
with the new world proclivity of 
doing things rapidly and on a large 
scale has produced a highly competi- 
tive atmosphere in which it has per- 
haps been too easy to place undue 
emphasis upon expansion to the det- 
riment of other important funda- 
mentals. By this, I do not mean to 
be critical of our manner of doing 
business ; it has many advantages and 
much to recommend it. These dif- 
ferences, nevertheless, must be recog- 
nized as facts. 

Nor can we lose sight of what 
James Truslow Adams calls “Our 
lawless heritage.” While that may 
not be as bad as it sounds, neverthe- 
less from the “Boston Tea Party’ 
through the rough-and-tumble days 
of the “Forty-Niners” down to the 
present, we have exhibited a pref- 
erence for independent and summary 
action without being unduly bound by 
practice and precedent. 


IEWING the comparison from 

the other side, it is probably also 
safe to say that the British people 
have ingrained in them an apprecia- 
tion of business and proprietary re- 
sponsibilities beyond that found in the 
general run of people in this country. 
In the field of personal insurance, 
alone, the long and successful opera- 
tion of an extensive system of so- 
called “Friendly Societies” has had 
much to do with familiarizing the 
public with the principles of insur- 
ance. As an outgrowth of the fuedal 
system, the use of trusts and the 
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responsibilities of trusteeship have 
come to be of fairly common knowl- 
edge in Britain. The average English- 
man is distinctly investment con- 
scious, content with his certain but 
low returns, and in all his dealings he 
is an extremely cautious buyer. Con- 
trast these characteristics with what 
we know to be those of the people of 
our country and we may have some 
part of an answer for the difference 
between our methods of doing busi- 
ness and those of our British cousins. 

Be that as it may, the insurance 
business in this country has grown 
up under a system of intensive state 
supervision which has been well 
adapted to the conditions in America. 

The theory behind supervision for 
this business is not difficult to com- 
prehend. Insurance involves the sale 
of comparatively complicated con- 
tracts, the administration of which 
runs over long periods of time. In 
the case of life insurance, the trans- 
action is usually not intended to be 
completed during the lifetime of the 
purchaser. A determination of a 
proper cost can be made only with a 
knowledge of technicalities far be- 
yond the reach of the general public. 
The same principles that serve as a 
guide in other commercial affairs will 
not serve here. Our average citizen 
cannot be expected to be familiar 
with the technical details of insur- 
ance. As a consequence, there has 
been delegated to a public servant 
commonly known as the Insurance 
Commissioner the duty of looking 
after his best interests. Under our 
form of government, this state ad- 
ministrative office has developed into 
an important and powerful cog in 
our administrative machinery. 
Through our state legislatures, legal 
codes governing the operation of the 
insurance business have evolved. In 
the United States, these statutes pre- 
scribe details of conduct far beyond 
anything contemplated by the British 
system. In fact, in this country, few 
businesses are subject to such detailed 
supervision as is insurance. 

It is the duty of the Insurance 
Commissioner, acting in his capacity 
as servant of the people, to see that 
these laws are carried out. But his 
duty neither begins nor ends with 
this activity. As Professor Patter- 
son emphasizes in his excellent 
treatise “The Insurance Commis- 
sioner in the United States,” 


“We may as well recognize that some- 
times the Insurance Commissioner is an 
official clerk, sometimes he is a judge. 
Sometimes he is a law-giver, and some- 
times he is both prosecuting attorney and 


hangman. He is partly executive, partly 
judicial, and partly legislative: and yet he 
is not confined within any of these cate- 
gories.” 


Gentlemen, that is quite an assign- 
ment ! 

The intelligent and judicious exer- 
cise of this great power by the com- 
missioners of this country offers a 
challenge to us all. Our predecessors 
long ago recognized these responsi- 
bilities and sought to cope with them 
more adequately by forming that 


. voluntary cooperative organization, 


“The National Convention of Insur- 
ance Commissioners.” I shall not 
attempt to explain the manner of op- 
eration of that body beyond saying 
that it has served in a very forceful 
way to coordinate what, without some 
such cooperation, would have been a 
mass of independent actions. The 
need for such a coordinating force is 
not debatable, but I suppose familiar- 
ity has caused all of us to lose sight 
of the extent of its influence. Citing 
the work of two of its committees 
alone will suffice to impress this point. 
The Committee on Valuation of 
Securities has been required to make 
some decisions of great moment 
which, if left undone, might have 
precipitated a series of difficulties as 
a result of diverse and uncoordinated 
action. The work of the committee on 
examinations is another example of 
the far-reaching, effective, and eco- 
nomical activity of the Convention. 
It is not uncommon for from four to 
ten states to participate in the Con- 
vention examinations sponsored by 
this committee. Imagine the confused 
results if all these different jurisdic- 
tions were to act independently ! 


HE efficacy of our.-system of 

state supervision, however, is by 
no means dependent entirely upon 
the activities of the National Con- 
vention of Insurance Commissioners, 
important though that body is. A 
large part of the work of supervision 
relates to tasks of interest solely 
within the state. Acting on applica- 
tions for agents’ licenses, compiling 
statistical reports, examining of pol- 
icy forms and auditing annual state- 
ments are but a few of the usual 
functions of an Insurance Depart- 
ment that contribute to a properly 
supervised business. Consider state- 
ment auditing alone. I doubt if many 
laymen appreciate the amount of 
work involved in auditing the annual 
statements filed by the insurance 
companies doing business in a single 
state. These documents may run 
from 400 to 1,000 in number and 
I assure you that many of them 
are of formidable.character. The sup- 
porting schedules of many company 
statements run into hundreds of 
pages. The effectiveness of this big 














task is increased many fold as a 
direct result of our system of state 
supervision. Much of the admin- 
istrative work of one state is checked 
and crosschecked, supplemented, and 
amended by that of departments in 
other states where the same com- 
panies operate and report. The im- 
portance of this safeguard should 
not be underestimated. 


Through the medium of periodic 
detailed reports and exhaustive and 
painstaking examinations into the 
companies’ records and activities, the 
public is able to keep fully appraised 
of the insurance business. That 
privilege and duty, however, is dele- 
gated to the Insurance Commissioner 
as a public officer. Nothing more 
need be said to emphasize the great 
responsibility which that officer as- 
sumes. 

But the duties of the Insurance 
Commissioner do not stop with plain 
facts and figures. The business of 
insurance and particularly life insur- 
ance is one based on human values 
and human emotions. It is a business 
organized, managed, and directed by 
men of flesh and blood. To me, that 
is a most important consideration. 

The conspicuously few failures of 
life insurance companies involving a 
loss to the insured, like the mote in 
the eye, have attracted a dispropor- 
tionate amount of attention. Except 
in rare cases, these occurrences could 
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not be attributed to outright viola- 
tions of laws, but rather to lack of 


good business judgment. Those are 
defects which are difficult to control 
through legal or regulatory action. 
Their existence presents none the 
less an administrative problem of first 
importance and one which the Insur- 
ance Commissioner cannot hope to 
meet unless he cultivates a close ac- 
quaintance with the men charged 
with running the affairs of the com- 
panies. He knows little about the 
companies operating in his state, if 
he is unacquainted with the men who 
manage them. 
eee 


N a recent issue of Harper’s, 

Henry S. Canby vividly describes 
one of his boyhood experiences. He 
arose before dawn and observed the 
familiar houses of his neighborhood 
in the unfamiliar activity of early 
morning. At that hour, to the 
imaginative mind of the boy, the 
structures ceased to be cold brick 
and mortar and became personalities, 
symbolic of the families they shel- 
tered. The windowed face of the 
doctor’s house affected the severity of 
the doctor himself and the taxing 
trade of the ironworker was reflected 
in the cruel simplicity of his square 
brick dwelling. 

Such an exercise of the imagina- 
tion is probably not unfamiliar to 
all of us. It is characteristic of hu- 
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man mental processes to personify the 
inanimate and to attribute individual 
human qualities to the group. 

For example, I cannot escape the 
feeling that among the insurance 
companies there exists a diversity of 
corporate individuality comparable 
in many respects with that found in 
the individual. I know from my own 
experience that there is a very close 
and intimate relationship between 
what we choose to call a company 
and the individuals charged with its 
operation. The late Charles D. Liv- 
ingston had this in mind when he 
said from this platform three years 
ago: 

e'Some companies seem to have taken 
on a character like that possessed by in- 
dividuals. This character is easy to detect, 
as it is always in evidence in dealing with 
the public, its policyholders, its agents, and 
the Insurance Departments. This char- 
acter represents the ideals of some man 
or men who have impressed themselves so 
indelibly on the operations of the comp7ny 
that it becomes a tradition—a tradition 
that is carried on long after the lives of 
the individuals.” 

How true it is that the character of 
a company becomes moulded around 
the personalities of its men. Indis- 
tinguishably the one merges into the 
other. The process, however, is re- 
versible. The officers become im- 
bued with the spirit of the company, 
its traditions and long-established 
practices which, in turn, were de- 

(Continued on Page 25) 














(EpITOR’s NOTE: Upon the eleva- 
tion of Commissioner Dan C. Boney 
to the presidency of the National 
Convention of Insurance Commis- 
sioners, it seemed desirable to secure 
for publication purposes more facts 
concerning this man, whose ability 
and popularity had elevated him to 
a position of national importance, 
than were available in any of the 
publications relating to the business 
of insurance. The task was not an 
easy one. The inherent modesty of 
the man made it impossible to secure 
from him the information wanted. 
Inquiry among his friends brought 
forth the following story—a story 
so typical of the individual that to 
those who know him the mention of 
his name would not be necessary to 


his jovial personality.) 


“When war was declared in April, 
1917, Dan Boney enlisted in the First 
North Carolina Field Artillery, a 
new National Guard outfit, of which 
Col. Albert L. Cox was the com- 
manding officer. The regiment 
trained at Camp Sevier, S. C., and 
went overseas in May, 1918, arriv- 
ing in France about June Ist. 


“It is related that when his regi- 
ment filed aboard the ‘Armagh,’ an 
odorous British freighter that had 
been hurriedly converted into a 








convey to their minds the image of ° 


transport for troops, Dan was A.W 
O.L. He and two cronies had found 
the bright lights of Manhattan so 
fascinating that they forgot all about 
sailing time, and the ‘Armagh’ went 
on without them. It is typical of the 
man that he squared things with the 
military police and the embarkation 
officials, got himself and his two 
‘companions in crime’ assigned to 
the ‘Leviathan,’ and went over in 
state in four days, whereas the rest 
of the regiment spent thirteen days 
on the rolling, ungentle Atlantic, eat- 
ing British rations and dodging sub- 
marines. Waiting for his regiment 
to reach France and settle down to 
business, Corporal Boney and his 
pals toured England and France, not 
neglecting Paris with its historical 
and artistic attractions, and a few 
days after his outfit had begun its 
training in southern France, with 
Corporal Boney and his two com- 
panions permanently listed as A.W. 
O.L. and lost to the regiment, he 
turned up at the colonel’s quarters 
wearing his infectious grin that cov- 
ered his whole face then, even as it 
does now. So good was he in ex- 
plaining matters that he walked out 
of the colonel’s quarters a free man 
and still Corporal Boney, of head- 
quarters company. How he did it, 
nobody knows to this good day. 
“Corporal Boney made a good 
soldier. He was reliable, courageous 


and resourceful, faithful to duty. On 
October 3rd, 1918, after he had 
fought with his regiment through 
the St. Mihiel drive, beginning Sep- 
tember 12th, and had jumped off 
with the regiment on September 26th 
for the Meuse-Argonne offensive, 
which culminated in the Armistice, 
he was severely wounded in the Ar- 
gonne near Montfaucon. Major A. 
L. Bulwinkle, commanding the 2nd 
battalion of the regiment, called for 
volunteers to bring the equipment of 
one of his batteries away from an 
abandoned battery position, a par- 
ticularly hot spot, and Corporal 
Boney volunteered to go. It was 
while performing this duty that Cor- 
poral Boney was struck down by 
shell fire. A high explosive shell 
wiped out the entire group that Cor- 
poral Boney was a part of, killing 
four and leaving him with a man- 
gled left arm, a shell splinter in his 
knee, and a bad wound in his hip 
and another in the head. At the field 
hospital, which he reached some 
three hours later, the sergeant said 
there wasn’t any use to take up time 
with him, but changed his mind 
when Corporal Boney opened his 
eyes, grinned at them and said, 
‘Hey, there, pill roller! Gimme a 
cigarette.’ 

“The sergeant yelled for help and 
five minutes later Boney was under 
the surgeon’s knife.” 
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Curbing Unlicensed Companies 


An address delivered before the National 
Convention of Insurance Commissioners at 
St. Petersburg, Florida 


By V. A. GENTRY 


COMMISSIONER OF INSURANCE 
STATE OF ARKANSAS 


HE assigned subject of “Curb- 

ing Operations of Unlicensed 

Companies” is not sufficiently 
broad to permit a general discussion 
of the evils of unauthorized insur- 
ance, and indeed it might seem en- 
tirely out of place to discuss such 
evils before a Convention of Insur- 
‘ance Commissioners; however, the 
seeming apathy of some of the Com- 
missioners to the situation leads to the 
inevitable conclusion that they are not 
aware of the tragedy of such imposi- 
tion, or under the laws of their state 
they are wholly impotent to cope suc- 
cessfully with such practices. 

I am not unmindful of the fact that 
in some states certain organizations 
that are essentially insurance com- 
panies are tolerated by legislative en- 
actment, and are specifically exempted 
from the insurance laws, and, that 
therefore, the Commissioners have no 
jurisdiction and can exercise none. 
This is true in Arizona, Arkansas, 
California, Colorado, and Texas, and 


a careful check might reveal many 
others. 

In the free state of Louisiana, a 
number of trade unions. have been in- 
corporated under an act of Congress 
passed in 1886 entitled, “An Act to 
Legalize the Incorporation of Na- 


tional Trade Unions.” In the first 
section of the act, a trade union is 
defined as any association of work- 
ing people “for the purpose of aiding 
its members to become more skillful 
and efficient workers, the promotion 
of their general intelligence, the eleva- 
tion of their character, the regulation 
of their wages and their hours and 
conditions of labor, the prosecution 
of their trade or trades, the raising of 
funds for the benefit of sick, disabled, 
or unemployed members, or the 
families of deceased members, or for 
such other object or objects for which 
working people may lawfully com- 
bine, having in view their mutual 
protection or benefit.” 

By no stretch of the imagination 
can the act be construed as authoriz- 
ing the operation of anything that 
resembles an insurance company fur- 
ther than to raise funds for the bene- 
fit of sick, disabled, or unemployed 
members, or the familes of deceased 
members, yet they not only propose to 
write fire, life, and other forms of in- 
surance, but have actually been suc- 
cessful in victimizing great numbers 


of people in several of the states. - 


They make bold to announce to the 
public that they do not have to com- 
ply with any state law and that they 
are exempt from any local state su- 
pervision or regulation. Strange to 
say, they seem successfully to make a 
selling point out of a fact that should 
immediately arouse the suspicion of 
the insuring public. 

Largely through the efforts of the 
commissioner of the District of 
Columbia, Congress was persuaded to 
repeal the act, but the trade unions 
continue to ply their trade. 

These are observations made to in- 
dicate the complications existing and 
the very difficult problem of solution. 

eee 

HAT can we do about it? It is 

not hoped here to present a 
program that would successfully pro- 
hibit unauthorized insurance. No 
system promulgated would be perfect, 
and, if a perfect system could be pro- 
mulgated, the execution of the laws 
and the regulations thereunder would 
not be perfect because—well, because 
we are human, and there can be no 
perfect system or perfect regulation 
where the human element is a factor. 

The Utopian situation would be 
uniformity in insurance laws and ap- 
proximate uniformity of regulations. 
T am not unmindful that this sugges- 
tion is as old as the Convention of 
Insurance Commissioners, that it is 
not original, and that probably the 
question has been agitated in almost 
every Convention meeting since its 
inception. It is interesting to note 
that immediately prior to the first 
meeting of State Insurance Commis- 
sioners the Spectator of New York in 
its May, 1871, issue has this to say: 
“Another vital question to be dis- 
cussed by these officials, is that of 
bringing into some degree of uni- 
formity the legislative enactments of 
the various states * * * .” 

An examination of the minutes of 
that first meeting will disclose that 
the principal subject discussed was 
the need of uniformity in insurance 
laws and regulations, and it has heen 
the principal subject discussed at 
most conventions since that time. 
Notwithstanding that uniformity of 
insurance laws has never been ac- 
complished, although the subject has 
been an ever recurring one. I. for 
one, refuse to believe that the ac- 


complishment of such a feat is im- 
possible or that it is improbable. In- 
deed, I believe that necessity will 
compel a closer relationship between 
the respective states and that the in- 
surance business will become so vast 
that uniformity will become impera- 
tive. 
eee 


UT until uniformity of laws and 

regulations is established in the 
respective states, what may be done 
in the interim to minimize the evil ? 


(1) It should be undertaken to bring 
all companies and associations of whatever 
name and character, that are essentially in- 
surance companies, under the supervision 
of the insurance department of the state. 

(Z) Laws should be enacted giving the 
Commissioner the power to cancel the 
license of an insurance company that goes 
into a foreign state and solicits business 
without having complied with the laws of 
the foreign jurisdiction. 

(3) It is my opinion that the laws of 
the respective states could be supplemented 
to advantage by proper and judicious 
legislation by Congress. 

An objection has been urged to 
this latter suggestion growing out of 
a fear that, if Congress should be in- 
duced to pass any form of legislation 
affecting the supervision or regula- 
tion of insurance, it would be an 
opening wedge that would finally re- 
sult in the federal government com- 
pletely taking over the control and 
regulation of insurance. 

Unless the Constitution of the 
United States is amended so as to 
give to Congress the right to legis- 
late concerning insurance, or the 
Supreme Court of the United States 
nullifies a long line of decisions, there 
can be no justification for such ap- 
prehension. In this connection it 
must be kept in mind that the federal 
government can exercise only those 
powers delegated to it by the Consti- 
tution, and the 10th Amendment to 
the Constitution definitely provides 
“the powers not delegated to the 
United States by the Constitution nor 
prohibited to it by the States, are 
reserved to the States, respectively, 
or to the people.” 

The Supreme Court of the United 
States as far back as 1869, in the case 
of Paul vs. Virginia, 8 Wall. 168, a 
case of first impression, said : 

“Issuing a policy of insurance is not a 
transaction of commerce. The policies are 
simply contracts of indemnity against loss 
by fire entered into between the corpora- 
tions and the assured, for a consideration 
paid by the latter. They are not subjects 
of trade and barter offered in the market 
as something having an existence and value 
independent of the parties to them. They 
are not commodities to be shipped or 
forwarded from one state to another and 
then put up for sale. They are like other 
personal contracts between parties which 
are completed by their signature and the 
transfer of the consideration. Such con- 





tracts are not interstate transactions 
though the parties may be domiciled in 
different states ****. They do not con- 
stitute a part of the commerce between 
the states any more than a contract for the 
purchase and sale of goods in Virginia by 
a citizen of New York whilst in Virginia 
would constitute a portion of such com- 
merce.” 

The Supreme Court has kept on 
reaffirming the doctrine of Paul vs. 
Virginia over a period of more than 
fifty years, so that today it is such an 
integral part of our public law that 
its annulment or modification seems 
clearly out of the question. 


ANY cases could be cited 
wherein the Supreme Court 
has consistently reaffirmed the doc- 
trine announced in the landmark case 
referred to. In one of the most im- 
portant of the more recent cases, that 
of New York Life Insurance Com- 
pany vs. Deer Lodge County, 231 U. 
S. 495, decided in 1913, the question 
of whether insurance is commerce 
again was brought directly before the 
court, and in his opinion, Mr. Justice 
McKenna made it both plain and 
emphatic that “contracts of insurance 
are not commerce at all, neither state 
nor interstate.” In this case all of the 
important cases were reviewed in the 
opinion, and in his analyses of the 
former cases he said: 

“To reverse these cases would require 
us to promulgate a new rule of constitu- 
tional inhibitions upon the states, and 
which would compel a change in their 
policy and a readjustment of their laws. 
Such result necessarily urges against a 
change of decisions.”’ 

He further says: 

“We already have pointed out that if 
insurance is commerce and becomes inter- 
state commerce whenever it is between 
citizens of different states, then all con- 
trol over it is taken from the state and 
the legislative regulations which this 
court has heretofore sustained must be 
declared invalid.” 

The force of the statement, there- 
fore, that, in order for the United 
States to exercise control of insur- 
ance, the Constitution will have to 
be amended or the Supreme Court 
will have to invalidate a long line of 
decisions it has handed down relat- 
ing to legislative regulations of in- 
surance, becomes apparent. There 
is little chance of the happening of 
either of these events. Amending 
the Constitution for the purpose of 
transferring insurance control from 
the states to the federal government 
would be an impossible undertaking, 
and it is inconceivable that the whole 
system of state supervision will be 
overthrown by any possible change 
in the attitude of the court when 
such change would involve the re- 
versing of a position well established 
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since 1869, and reaffirmed time and 
time again. 

Just how far Congress can go in 
legislation that may aid the states in 
curbing operations of unauthorized 
companies is a debatable question. 
We have just seen that insurance is 
not commerce, either interstate or in- 
trastate; therefore, Congress has no 
power to pass laws in any manner 
affecting the same. From this, how- 
ever, it is not to be understood that 
Congress does not have authority to 
deny the use of the United States 
mails to the furtherance of a business 
that adversely affects the interest of 
the citizens of the respective States. 

It has been uniformly held that the 
delegation of power to Congress to 
establish post offices and post roads 
(Const., Art. 1, Sec. 8, Clause 7) 
authorized Congress to exclude ob- 
jectionable matter from the mails. 
In the case of Re/Jackson, 96 U. S. 
727, the Supreme Court considered 
the extent of this grant to Congress, 
in which opinion Mr. Justice Field 
says: 

“All that Congress meant by this Act 
was, that the mails should not be used to 
transport such corrupting publications and 
articles and that anyone who attempted 
to use it for that purpose should be pun- 
ished. The same inhibition has been ex- 
tended to circulars concerning lotteries— 
institutions which are supposed to have a 
demoralizing influence upon the people.” 

If Congress may prohibit the use 
of the mail for lottery advertising, 
it would appear reasonable that they 
may also prohibit the use of the mail 
in soliciting insurance in states where 
they are not authorized, unless the 
court should make a distinguishing 
difference that in one case moral 
turpitude was involved and in the 
other legitimate business. Any legis- 
lation along these lines should be pro- 
posed after a careful study of the 
constitutional questions involved. 


MORE difficult problem is pre- 

sented in connection with radio 
advertising. It would not be reason- 
able or fair to prohibit, if possible to 
do so, an insurance company from 
advertising over radio, and, inasmuch 
as radiology has not been perfected 
to the extent that wave lengths may 
be limited to any given boundary 
line, the only fair suggestion would 
be to induce Congress to pass a law 
regulating such advertising by requir- 
ing the company to announce in its 
broadcast the states in which it was 
authorized to do business, or, vice 
versa, the names of the states in 
which it was not authorized. 

While insurance itself is not com- 
merce, the conveyance of ideas from 
one state to another state is interstate 
commerce, and Congress has the right 


19 


to fairly regulate such commerce. 
This has already been recognized by 
Congress in the passage of the Radio 
Act of February 23, 1927; and, sub- 
sequent to the passage of the Act, in 
the case of Duncan vs. U. S., 48 Fed- 
eral 128, decided by the Circuit 
Court of Appeals, 9th Circuit, it is 
said: 

“It is conceded by appellant, as it must 
be, that the conveyance of ideas across the 
boundaries of the State of origin to other 
States in the United States is interstate 
commerce and is analogous to the trans- 
mission of such ideas by telephone or tele- 
graph.” 

In passing, there is another sug- 
gestion that may be worthy oj note. 
A goodly portion of the unauthorized 
insurance is secured by personal 
solicitation with the knowledge, con- 
sent, and encouragement of the 
officers of the offending company. In 
most states the solicitation of insur- 
ance for an unauthorized company is 
made a violation of the criminal 
statute, a finable offense which classi- 
fies the crime as a misdemeanor. Un- 
der the common law, and by statutes 
in most of the states of the Union, 
there are no principals and accessories 
in misdemeanors, but all are regarded 
as principals who in any manner par- 
ticipate in the commission of the 
crime. The Constitution of the United 
States (amend. Art. 6) provides that 
“in all criminal prosecutions the ac- 
cused shall enjoy the right to a 
speedy and public trial by an impar- 
tial jury of the State and district 
wherein the crime shall have been 
committed, which district shall have 
been previously ascertained by law.” 
The courts have, on numerous occa- 
sions, had this provision of the Con- 
stitution under consideration and 
have made a distinction between fel- 
onies and misdemeanors as to the 
place of the commission of the crime. 
In the case of the State vs. Chapin, 
17th Ark. 561, our court announced 
the following rule: 


. . it seems, that in misdemeanors, 
where there are no accessories, but ail 
are regarded as principals who, in any 
manner, participate in the commission of 
the crime, if a person in one State pro- 
cure the commission of a crime of that 
grade in another State, through even a 
guilty agent, the procurer is regarded as 
a principal in the offense, and as being 
present, in contemplation of the law, 
where it is committed, and answerable 
there for the crime. Commonwealth vs. 
Gillespie et al, 7 Serg. & Rawle 478; 
People vs. Adams, ubi sup; Barkhamsted 
vs. Parsons, 3 Conn. Rep. 1; The King 
vs. Johnson, 6 East Rep. 583.” 


eee 
F the officers of these so-called ia- 
surance companies were dragged 


out of their own state and tried in the 
state where the offense has been com- 
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mitted, and forced to pay some of 
the heavy penalties provided by local 
statute, it might have a very whole- 
some and deterring effect. The only 
trouble with this method of procedure 
is that the comity between states re- 
garding the granting of extradition 
does not apply to the commission of 
a misdemeanor, No governor, how- 
ever, is prohibited from the granting 
of extrauition papers from another 
state, for the commission of a mis- 
demeanor, and, if properly presented, 
I do not believe many of them would 
refuse on technical grounds. 

I wish to recur, however, and, if 
possible, emphasize the first two sug- 
gestions heretofore made for curbing 
the operations of unlicensed com- 
panies. Of course, the first one, that 
Insurance Commissioners be given 
jurisdiction over all companies that 
are essentially insurance companies, 
is imperative, and no progress can 
be made unless this is done. With 
this accomplished, it is my opinion 
that other laws would be preferable 
but not absolutely essential. What 
good will additional laws do if they 
are not invoked? With an awakened 
conscience on the part of the Insur- 
ance Commissioners and a willingness 
to co-operate in a militant and aggres- 
sive manner, the practices may be 
largely eliminated. 

There is no statute in Arkansas 
giving the Insurance Commissioner 
the authority to cancel the license of 
a company that unlawfully operates 
in foreign states, yet I promise, here 
and now, before God and these wit- 
nesses, as it were, if you will advise 
me of any unauthorized writing of 
companies domiciled in the state of 
Arkansas that the practice not only 
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will be stopped, but any claim arising 
by reason of such unauthorized writ- 
ing will be paid ; or that the company 
voluntarily submits to the jurisdic- 
tion of the courts of such foreign 
state. 

I am not in accord with the idea 
expressed that this Convention, as 
such, should not memoralize Congress 
for the passage of laws, or, that we 
should not aggressively champion 
any needed reform. Out of this 
organization should come a leader- 
ship that would eventually evolve a 
system of insurance laws where each 
unit would be so co-ordinated as to 
constitute a perfect whole. 

I urge upon this Convention the 
necessity of a special committee on 
uniformity of laws. 


N conclusion, | respectfully sug- 

gest that this Convention should 
endorse and recommend the follow- 
ing: 

(1) That all persons, firms, co-part- 
nerships, associations, companies or cor- 
porations writing contracts of insurance 
of whatever form or character, be placed 
under the supervision of the Insurance De- 
partment. 

(2) A law in each state providing that 
no company of that state could transact 
business in any other state without being 
licensed in such state, and that no foreign 
company would be admitted which trans- 
acted an unlicensed business in any other 
state. 

(3) Supplemental laws by Congress af- 
fecting advertising by radio and through 
the mails. 

(4) That we recognize and emphasize 
the fact that each state department is only 
a part of a great co-ordinated system, 
and therefore, we covenant, each with the 
other, to give our hearty co-operation to 
our fellow Commissioners in the elimina- 
tion of unauthorized insurance. 


DISCUSSION OF FOREGOING SPEECH 
By E. A. SMITH, JR. 


COMMISSIONER OF INSURANCE 


STATE OF 


L* discussing the paper that has 
been so ably given by Commis- 
sioner Gentry, I do not deem it 
necessary to call to your attention the 


many companies and associations 
doing business without proper au- 
thorization in the different states. 
Life, accident, fire, and other con- 
cerns have seen an easy and unham- 
pered opportunity to gather in insur- 
ance premiums, and, because of the 
absence of responsibility to anyone, 
with few exceptions have seized the 
opportunity to operate without the 
customary reserves and guarantees. 

I feel it unnecessary for me to call 
to your attention the fact that in one 
of our western counties alone, un- 
authorized insurance companies last 


UTAH 


year collected as insurance premiums 
the sum of $12,000; and that it has 
been estimated that during the past 
year there has been paid to these con- 
cerns the sum of $50,000,000. The 
question as to how much of this 
money ever reaches the different state 
treasuries in the form of taxes is 
superfluous. 


It is unnecessary for me to draw to 
your attention the fact that many per- 
sons who have purchased insurance 
from unauthorized companies have 
been grievously disappointed when it 
came to the matter of collecting on 
claims. If your experience has been 
the same as mine, your attention has 
been called to this condition by many 
outraged certificate or policyholders. 


One of these companies naively stated 
that claimants must necessarily wait 
because of the fact that five other 
claims had been presented during the 
month. Another company satisfied a 
claim under a $500 certificate for the 
sum of $18.53, and another frankly 
announced to a claimant who was a 
beneficiary under a $1,500 certificate, 


.“Tf and when this claim is approved 


we would say that if there is pro- 
duced $250 you will be fortunate. 
Understand that we do not say that 
there will be $250—we cannot tell 
what the proceeds of the assessment 
call will be until after it is complete 
and the cash counted.” Such condi- 
tions as these sound unbelievable but 
yet they exist. 

It is also unnecessary for me to tell 
you of the company incorporated un- 
der the laws of the state of Nevada 
with executive offices in Salt Lake 
City, a company smart enough not to 
solicit in Utah, but one which uses 
the mails to solicit in most of the 
states represented here. Nor should 
I use your time to mention the com- 
pany of Indiana incorporation with 
executive offices in Springfield, Illi- 
nois. It is unnecessary for me to 
call to your minds the abortive com- 
panies of Florida and Texas and 
California and New Jersey, and of 
other states—companies and associa- 
tions which are giving concern to all 
of us. I am positive that it is unnec- 
essary for me to say that we should 
do something about it. I am tempted 
to say, “There ought to be a law.” 
But it is necessary that we, as guar- 
dians of the public good, no longer 
dodge or duck or dicker, but on the 
other hand we must meet the issue 
squarely and act forcefully. 

The closing suggestions of Com- 
missioner Gentry are very good ones. 
In brief they are: 

Ast. Cooperation on the part of all Com- 
missioners. 

2nd. State laws governing the conduct 
of domiciled companies in other states. 

3rd. Certain federal laws supplementing 
those of the different states. 

As to state laws. I am of the opin- 
ion that on the statute books of each 
state there should be a clear, compre- 
hensive definition of insurance. There 
should be a statute declaring that all 
insurance activity of whatsoever na- 
ture should come under the super- 
vision of the State Insurance Depart- 
ment. There should be a provision 
that no state officer could grant ar- 
ticles of incorporation to any company 
or association whose purpose, either 
directly or indirectly, was to carry 
on an insurance activity until these 
articles of incorporation had first been 
approved by the Commissioner of In- 
surance; he, of course, to be guided 





by the measuring standards set up by 
the state legislature. The hope might 
be expressed that the requirements 
of the several states as to insurance 
company qualifications will eventually 
be standardized. I feel that every 
state should have as one of its stat- 
utory provisions that any domiciled 
company operating in violation of the 
laws of any other state would be 
liable to the revocation of its charter. 
The Utah law on this point appeals 
to me as good. It reads, “If the 
Commissioner finds that any domestic 
insurance company doing business in 
another state or territory without 
having first procured a license of 
authority from such state or territory, 
if any is required, authorizing it to 
do business therein, he may revoke 
the authority of such company to do 
business in this state.” 


SIDE from the efforts of insur- 

ance departments to curb the ac- 
tivity of unauthorized companies un- 
der the authority granted by law, 
considerable can be done towards 
curbing these companies. In one 
western state the Commissioner of 
Insurance has carried on a direct 
campaign over the air and has pointed 
out the dangers of purchasing insur- 
ance protection, or, better, should I 
say “alleged insurance protection,” 
Another 


from these organizations. 
has taken the problem directly to 
the service clubs and chambers of 
commerce with a very fine reaction. 
Commissioners may warn the public 


in many ways. I quote from a com- 
munication sent out by the Commis- 
sioner from New York: “Persons 
who deal with unlicensed insurance 
companies or associations do not gen- 
erally realize that the State Depart- 
ment is unable to furnish them with 
the protection of its supervision and 
the courts of the state are usually 
powerless to act in the event of dis- 
putes because of lack of jurisdiction. 
The recourse of the assured is to in- 
stitute suit in the insurer’s home state 
and this is often impractical because 
of the expense involved.” 

I am firmly convinced that there 
should be federal legislation concern- 
ing the use of the United States mails 
by companies or associations carrying 
on campaigns of solicitation in states 
where they are not admitted. Some 
of us become panicky at the mere 
mention of federal legislation, and, 
when the subject comes up, right- 
eously try to quash it by reverential 
mention of “Paul versus Virginia.” 
I have a lot to learn about insurance 
legislation, but, like the fellow. who 
never knew when he was licked, I 
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hope that I shall ever remain ignorant 
to the extent that I cannot recognize 
the fact that the national congress 
cannot legislate on this subject. 

I have an abiding faith that the 
several state departments can regulate 
insurance and do a good job of it, 
when it concerns the activity of ad- 
mitted companies within their own 
state borders. But when a California 
company comes to Utah or a Utah 
company goes to New York or Con- 
necticut or Kentucky through the ave- 
nue of the United States mail, I feel 
that the federal government can and 
should take up the battle where the 
weapons of the state departments are 
impotent. 

Let us see if we have any prece- 
dent for action on the part of the fed- 
eral government. In 1894, Congress 
passed legislation setting forth how 
surety companies could execute offi- 
cial and penal bonds and how it desig- 
nated the secretary of the treasury 
as the person who should pass on the 
qualifications of the companies desir- 
ing to operate in the several states. 
In 1916, Congress passed a law pro- 
viding that national banking associa- 
tions, licensed and doing business in 
any place, the population of which 
does not exceed 5,000 inhabitants, 
may, under such rules and regulations 
as may be prescribed by the comp- 
troller of the currency, act as the 
agent for any firm, life or other in- 
surance company authorized by the 
authorities of the state in which the 
bank is located, to do business inside 
the state by soliciting and selling in- 
surance and collecting premiums on 
policies issued by such company ; and 
may receive for services so rendered 
such fees or commissions as may be 
agreed upon between the said asso- 
ciation and the insurance company for 
which it may act as agent. 

So we have had the secretary of 
the treasury and‘ the comptroller of 
the currency on the job—dare I say 
in interstate activity? Why then can- 
not Congress proceed along similar 
lines and give Jim Farley another 
job? In the last Congress, the Neely 
bill was vigorously opposed in every 
conceivable manner by certain in- 
terests, but I do not call to mind that 
the question of unconstitutionality 
was raised. 

@e ®@ 


HIS Convention should take this 

definite action in calling to the 
attention of Congress the evils that 
beset us, and should urge legislation 
as to the use of the United States 
mails by companies or associations 
for insurance solicitation in states in 
which they are not legally entered. 
Men like McSwain and Cartwright 
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and Neely are worthy of our con- 
gratulations because of their efforts 
along lines of insurance legislation in 
the last Congress. 

Let us dwell for a moment on the 
proposed bills of Neely, Cartwright, 
and McSwain. Mr. Neely deals only 
with problems connected with bank- 
ing. His bill provides that every bank, 
a member of Federal Deposit Insur- 
ance Corporation should obtain all 
bonds from companies duly qualified 
by the state in which the banking in- 
stitution is located. 

Mr. Cartwright takes up the ques- 
tion of process attorneys. He pro- 
vides that it shall be unlawful for any 
company with its principal place of 
business in the United States to use 
the mails to solicit insurance or col- 
lect premiums unless such company 
shall designate, in the state where the 
insurance is sold, an agent upon 
whom service of summons may be 
had. 

Mr. McSwain approaches the prob- 
lem from the standpoint of life in- 
surance only. His bill provides that 
every life insurance company, as a 
condition to the use of the mails, 
shall obtain a license from the secre- 
tary of commerce, and, to obtain a 
license, must file annual reports. The 
secretary of commerce also shall have 
power to make needful rules and 
regulations. No company shall obtain 
this license or do business unless it 
first complies with the laws of the 
states in which it proposes to do busi- 
ness. 

Thus we see that all three of these 
gentlemen are at least on roads that 
lead toward the desired goal. But we 
need to plant our feet on the main 
highway. Our friend Walter H. 
Bennett has given considerable and 
careful thought to the problem, and 
offers the following. I commend it 
to you for your careful consideration. 


PROPOSED BILL 
USE OF UNITED STATES MAILS 


BE IT ENACTED BY THE CON- 
GRESS OF THE UNITED STATES: 


Section 1. It shall be unlawful for any 
individual, partnership, association or cor- 
poration to use the mails of the United 
States, or any means or instrumentality of 
interstate commerce, for the purpose of, 
directly or indirectly, soliciting, negotiat- 
ing or effecting contracts of insurance, or 
for the purpose of collecting premiums on 
insurance contracts (except renewal pre- 
miums on life insurance or accident and 
health contracts), or to report any such 
transaction, unless such individual, part- 
nership, assOciation or corporation shall 
first comply with the insurance laws of the 
respective states, territories or the District 
of Columbia, where such contracts are 
solicited, negotiated or effected and the 
laws of the respective states, territories Or 
the District of Columbia where the prop- 
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Serving Two Masters 


By BURTON S. FLAGG 


The following address was 
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delivered at the recent 
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FORMER 


PRESIDENT FEDERATION OF MUTUAL FIRE 


INSURANCE COMPANIES AND NATIONAL ASSOCIATION OF 
MUTUAL INSURANCE COMPANIES 


FEW weeks ago many of you 
A noticed that an honored official 

of a leading American stock 
company, in discussing the question 
of separation in agencies represent- 
ing both stock and mutual carriers, 
injected this remark, “No man can 
serve two masters.” The implication, 
of course, was that an agent could 
not conscientiously represent the two 
types of insurance companies, that his 
agency should be purified by the ex- 
clusion of one group of companies so 
that he may devote his entire interest 
to the selling of the other type of in- 
surance. 

It is not my intention to discuss the 
relative merits of stock and mutual 
insurance, nor do I wish to dwell on 
the many aspects of the problem of 
separation itself. To me this expres- 
sion of policy on the part of a promi- 
nent insurance official has a far deeper 
significance in its relation to the prob- 
lems which confront our country 
today. 

There is a great unrest among the 
masses in America. Much of this is 
due, of course, to the depression 
itself. But one of the by-products 
which has a deeper import is the 
growing skepticism concerning the 
motives and functions of American 
business institutions. This is evident 
(1) in the popularity of radical ten- 
dencies in politics, (2) in the criticism 
of so-called big business and the 
bankers, and (3) the overwhelming 
urge to investigate. Even the federal 
government itself recognizes the res- 
tiveness of the masses and is leaving 
no stone unturned to proceed along 
lines which parallel public opinion. 
Under these circumstances would we 
not do well, we in the insurance busi- 
ness, to consider carefully our own 
relation to the public, a public which 
is destined to play a more active part 
in the affairs of business and politics 
than ever before? In other words, 
has not the time arrived for the in- 
stitution of insurance, in its own in- 
terest, to acknowledge that it, too, is 
charged with a high degree of public 
responsibility ? 

Is it not time for us to recognize 
that insurance stands in its relation to 
the public in the role of servant, 
rather than that of master? Should 
we not face the fact that the success 
of insurance, as with other business 


institutions, will depend to a large 
extent on how adequately we can 
“service” that part of the public with 
which we are particularly concerned, 
namely, the policyholders? 

What, then, is the challenge to mu- 
tual insurance? To better serve our 
one master, the policyholder, to the 
end that the spotlight of publicity can 
only reveal us as true disciples of 
the spirit of mutuality. 

The policyholder is the master. 

The policyholder is the one whose 
interest we serve. 

And how can we better serve him? 
First, by helping him to reduce the 
fire loss so that the benefits may be 
passed along in lower insurance 
premiums. The policyholder must be 
impressed more clearly than ever 
that you are in a cooperative effort 
with him to reduce the fire losses, to 
improve construction, to reinforce in- 
spection safeguard, to establish a 
higher standard of housekeeping and 
greater care in the use of fire ap- 
pliances, all to the end that a smaller 
part of the consumer’s dollar need be 
set aside for insurance protection. 
Mutuality is the cause. Lower costs 
to him are the result. 

Are we adapting ourselves through 
experience, and a study of conditions, 
to grant our masters this increasing 
service? No one of us is so strong in 
our service that we do not need the 
cooperation with our fellows. Are 
you cooperating with other mutual 
groups in serving this great master, 
the people, most efficiently and most 
satisfactorily as American _institu- 
tions ? 

ee ®@ 

RE you bringing promising 

young men into your companies 
for training in the principle of mu- 
tuality? The business must have a 
lasting number of men of common 
sense, good judgment, and the will to 
work for an ideal. More and more 
are we dependent upon well-trained 
young men, and we are more and 
more concerned with giving them 
the training which the business world 
today points to as requisite and im- 
portant. 

Is each employee being increasingly 
strengthened in his belief in and his 
ability to talk mutuality? Does he 
feel fully and thoroughly that he is a 
part of the mutual system in carrying 


out his duties faithfully performed? 
You all remember the famous passage 
in one of Macaulay’s essays where 
he pictures a New Zealander at some 
future time sitting amidst a vast soli- 
tude on a broken arch of the London 
Bridge to sketch the ruins of St. Paul. 
He uses that image to mark the things 
which are past, as contrasted with the 
things which will remain. 

If the principle of mutuality is to 
remain as a fundamental principle 
underlying our political and social life 
in which the public is the master, then 
our cooperative enterprises will be no 
stronger or weaker than the men who 
man them. The Earl of Chatham 
never said a wiser word or a more 
eloquent one than when he said that 
confidence is a plant of slow growth, 
but the progress of civilization is 
measured by it. Is there anything 
finer than to have young men with 
generous minds and high aims enter 
our mutual system ? 


RE you doing everything you 

can to acquaint the public with 
the fact that it is they and not the in- 
surance companies who pay for the 
fire waste? The policyholders will 
not move to protect themselves better 
from devastation and impoverishment 
by fire until their minds are cleared 
of this misapprehension that it is the 
insurance company who pays for the 
fire waste and not themselves. 

Are you emphasizing the fact that 
they, the policyholders, are respon- 
sible for the reduction of fire, acci- 
dent, death, possible other misfortune 
to humanity, and how these risks to 
humanity may be lessened? Is there 
a greater public service that we can 
render to our masters, the policy- 
holders ? 

What percentage of the public 
knows that a substantial part of the 
insurance company premium is ab- 
sorbed by local, state and federal 
authorities in the form of taxation, 
and far above the actual cost of 
supervision? The public should know 
that legislators are in reality shifting 
the cost upon the thrifty portion of 
the people. This indirect form of 
taxation is most insidious. It is buried 
up in blanket statutes but the factors 
are there just the same. If you could 
only see itemized upon your tax bill 
the various burdens which you in- 
dividually bear for each of the 
various items which you individually 
pay for, you certainly would not only 
wake up yourself, but awaken your 
neighbors to the facts in the case. 

Are you stiffening your policy- 
holders’ courage to combat this ten- 
dency, which is bound to be accen- 


(Continued on Page 26) 
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"BUNK OF THE MONTH" 

















E fx class considering the subject of "Plain and Fancy Stock Insurance Bunk" 
having had a recess over the holidays, we continue the lessons with a par- 
ticularly glowing example of nonsensical propaganda. As will be noted in the 


quoted article below, a certain concern makes a few remarks about _ paint 
and good insurance, and immediately the stock agents yodel glee 


ully. It is 


all very illogical and somewhat amusing, we think—but let the reader judge. 

















REPRINTED BELOW IS THE LEADING STORY FROM A RECENT ISSUE 
OF THE AMERICAN AGENCY BULLETIN : 


Paint Firm Cites Insurance 
in Plea for Best 


is a portion of an advertise- 

ment published by C. A. 
Michel and Company, Pittsburgh dis- 
tributors for Barreled Sunlight, in 
which the company cites insurance in 
comparison to its products, saying: 

“Cheap paint, like cheap insurance, 
isn’t worth the price. You may save 
a few dollars when you buy it—but 
you’re taking grave chances of losing 
more !” 

“We knew of no better comparison 
to use than that of insurance in our 
advertisement that you saw in the 
Pittsburgh Post-Gazette,” Wilbur L. 
Rice, sales manager of the U. S. 
Gutta Percha Paint Company of 
Providence, wrote to N. S. Riviere 
of Pittsburgh. 

“It might interest you to know,” 
he said, “that during these past de- 
pression years our industry, like 
others, has suffered from materials of 
inferior quality being rather actively 
advertised and rather widely used 
with sad results so far as the cus- 
tomer is concerned . .. We and other 
paint and varnish manufacturers with 
national distribution are doing our 
best to educate the consumer that the 
best is the cheapest and most satis- 
factory over a period of years.” 

eee 


M® RIVIERE is the original 
proponent of reciprocity in 
business in the National Association, 
having first introduced the subject at 
the Louisville convention in 1919, 
where his exposition of correspond- 
ence he had had with a number of 
national advertisers and mutual com- 
pany exploitation of them was the 
sensation of the convention. 


RR fi # portion 0 on this page* 


* The reproduction referred to is a picture of a 
man who is quoted as saying, “I buy paint as I 
buy insurance. It pays me to buy the best.” 


He has continued his interest in the 
subject since that time, and naturally 
his eye was caught with the splendid 
spirit of reciprocity evidenced in the 
Barreled Sunlight advertisement. 

He wrote Michel and Company, 
saying that the advertisement, funda- 
mentally, is correct in all lines, and 
asking that his letter be directed to 
the attention of the manufacturers. 
He had hoped to be present at the 
Grand Rapids convention, and read 
the advertisement and correspondence 
to the convention itself. 

Finding it impossible to attend, he 
forwarded it to the BULLETIN, in 
order that members of the Associa- 
tion in all sections of the country 
might know of the attitude of the 
paint manufacturers toward insur- 
ance. 

A number of local boards are now 
conducting intensive reciprocity cam- 
paigns. Dallas and Atlanta having 
been notably successful in impressing 
their communities, through means of 
stickers attached to all checks of mem- 
bers of the associations and their fam- 
ilies, with the large amount of money 
spent annually in the city by stock 
companies and their agents. The 
Association of Fire Underwriters of 
Baltimore City is now contemplating 
a similar campaign. 

In order to carry out such a cam- 
paign it is necessary first to make a 
survey to ascertain the amount spent 
in the community by the stock com- 
pany interests. Through the use of 
the check sticker, every person who 
receives a check from a member of 
the board is reminded that his cus- 
tomer, as a stock company local 
agent, is a part of a system which 
sells “the best” and just as the manu- 
facturer undertakes to keep inferior 
products in his own line off the mar- 
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ket, the insurance agent is not selling 
down to a price, but is offering qual- 
ity instead. 

The Insurance Exchange of Los 
Angeles and the Underwriters Board 
of Rochester have remained in the 
vanguard of local associations which 
both practice and preach reciprocity 
in business in their cities. The Fire 
Underwriters Association of St. 
Louis is planning such a campaign. 

Secretary-Treasurer Norman W. 
Reed of the Toledo Association of 
Insurance Agents, inquiring for ma- 
terial along this line, writes to the 
National Association : 


66 ARGE lines of insurance in 

connection with property of 
our local department stores and other 
large interests depending on the pub- 
lic at large for support are now being 
placed out of Toledo. It is our hope 
to promote a policy in connection with 
the activities of our Association 
which will bring these premiums 
back to our local agents.” 

Particularly in view of the an- 
nouncement contained in last week’s 
BuLLetin of the aggregate number 
of actual producers of insurance rep- 
resented in the National Association’s 
membership, and the number of their 
office associates and dependents, it is 
readily to be seen that such campaigns 
have back of them a sufficient volume 
of buying power to insure that they 
cannot be ignored. 

The manufacturer who holds up 
the best in insurance for analogy to 
the best in his own product deserves 
the patronage of the agents of the 
country, because in so doing he is 
helping the agent to sell his wares 
just as he is helping himself to sell 
his own product. 


(HERE ENDS THE REPRINT) 
ee @ 


E have no _ disposition to 

harangue the above-mentioned 
salesmanager concerning this incident. 
It is realized that, perhaps, in the 
course of a busy day he was looking 
around for some apt _ illustration 
which would attract the attention of 
paint consumers. Doubtless, some- 
one had told him that stock companies 
constituted the gold standard of in- 
surance and that other types of com- 
panies were of inferior grade and 
never could be trusted. This misin- 
formation, backed up with propa- 
ganda circulars, had given him the 
impression that all the world was 
aware that stock company coverage, 
because it was high-hat and high- 
priced, was, therefore, superior. It 
seemed easy to deduce from this that 
the idea could be profitably linked 
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with the high quality of the U. S. 
Gutta Percha Paint Company’s pro- 
ducts. If Mr. Rice ever reads this 
page he will probably be amazed that 
a random thought and slip of the pen 
could stir up such controversy. 

The circumstance illustrates the 
public’s need for better avenues of in- 
formation about insurance in general. 
In this case it is very evident that, 
however well the salesmanager knew 
his paint, unfortunately, as to insur- 
ance, he had been deluded with stock 
company literature and had swallowed 
the stuff whole. It is reasonable to 
suppose that if he were buying 
materials for his paint, he would 
gather samples from all types of 
manufacturers, test each one by chem- 
ical analysis, look into the financial 
records and management of each pro- 
ducer, find out which companies, if 
any, had fallen down on delivery, or 
refused to treat customers fairly, or 
tried to welch on contracts. He would 
then compare prices and place his 
order where materials of unques- 
tioned high quality could be obtained 
at the lowest price. 

Is it not as reasonable to suppose 
that a similar procedure would be fol- 
lowed when considering insurance? 
But too often those who have been 
subjected to stock agent education 
have been trained to feel that they 
must put on blinders and tune the ear 
to only one stock company note, so 
that no other kind of information can 
break in on the attention. It is ap- 
parent, on a little study, that no true 
judgment of the various types of in- 
surance carriers can be made by such 
a rule-of-thumb method. Buying in- 
surance is very similar in its funda- 
mentals to the buying of merchan- 
dise. The first thing to do is to make 
sure of quality; price, either high or 
low, should be only one factor among 
many to be considered in the trans- 
action. 

In the beginning, one should dis- 
regard the type of insurance com- 
panies which are soliciting a piece of 
business and go directly to an analy- 
sis of financial statements, managerial 
records, reputation for paying losses 
promptly, spirit of cooperation, serv- 
ice given, and, finally net cost. If this 
is done, the conclusion cannot be 
escaped that mutual insurance is not 
only on a par with the best of cover- 
age written by other types of car- 
riers, but is also the most economical, 
this latter item being just an addition- 
al advantage of the mutual idea. 

eee 


HUS, our concern is not so 
much over Mr. Rice’s inadvert- 
ent statement as it is over the means 
by which wrong information was fur- 
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nished to him. In this case the fault 
seems to lie with Mr. N. S. Riviere 
of Pittsburgh, to whom it is said Mr. 
Rice wrote the following : 

“It might interest you to know that dur- 
ing these past depression years our indus- 
try, like others, has suffered from mate- 
rials of inferior quality being rather ac- 
tively advertised and rather widely used 
with bad results so far as the the cus- 
tomer is concerned. * * * We and other 
paint and varnish manufacturers with na- 
tional distribution are doing our best to 
educate the consumer that the best is the 
cheapest and most satisfactory over a 
period of years.” 

The American Agency Bulletin 
says that Mr. Riviere is the “original 
proponent of reciprocity in business 
in the National Association.” “He 
has continued his interest in the sub- 
ject * * * and naturally his eye was 
caught with the splendid spirit of 
reciprocity evidenced in the Barreled 
Sunlight advertisement.” Eventually 
the paint company was complimented 
on this piece of publicity and the word 
passed along to them that the “ad- 
vertisement, fundamentally, is correct 
in all lines.” In fact, the original 
plan was to give the manufacturer a 
boost before the Grand Rapids con- 
vention of the stock agents, but this 
was abandoned, and the Bulletin took 
up the work of letting the agents and 
the public know that a certain kind 
of paint should be bought because the 
factory in which it is produced in- 
sured in stock companies. We might 
add that certain county jails, state in- 
sane asylums, and other such institu- 
tions are stock insured, and if the 
agents want to carry out their plan of 
reciprocity to the full, they should 
support these institutions by affilia- 
tion with them. 


OW it so happens that the 

writer of this editorial has 
used Barreled Sunlight in a small 
way and has found it so satisfactory 
that he will continue to use it whether 
or not the factory is mutual or stock 
insured. The name suggests, how- 
ever, that certain stock groups which 
foster anti-mutual folders and pam- 
phlets would feel somewhat abashed 
if even one ray of sunlight were let 
in on their methods. Can the reci- 
procity plan itself stand the full light 
of day? Judging by results in 
Rochester, Minneapolis, St. Paul, 
Dallas, Atlanta, and various other 
cities, the few business men who have 
been lured by promises of a rush of 
business from stock agents if mutual 
coverage was dropped have been as 
sadly disappointed, as was a certain 
automobile company several years 
ago when the glittering prospect was 
held out that 300,000 stock agents 
would not only buy their car for their 


personal use but would boost for it 
among their friends. It has been well 
established that no one connected with 
the official board of the National As- 
sociation of Insurance Agents has 
bought such a car, nor have more than 
a very few of the rank and file of the 
organization. Moreover, the car 
which, by the way, we believe is a 
pretty good machine and should suc- 
ceed on its own merits, has steadily 
declined in its volume of production. 
The stock agents are thus letting in 
no sunlight, either barreled or other- 
wise, on this situation, and it behooves 
merchants and manufacturers to think 
twice before accepting as the truth 
the alluring prospects said to be in- 
duced by stock agent favor. Nor has 
the threatened boycott of mutually in- 
sured establishments gained a real 
foothold anywhere. A _ few stock 
agents may have switched their pur- 
chases of an occasional package of 
spaghetti or jug of vinegar, but in 
the main it may be said that the wiser 
business men are either wholly or par- 
tially insured by mutuals, and, threat 
or no threat, it is the wisest ones who 
get the trade. 


It is a fair question to ask why, if 
the stock agents’ reciprocity campaign 
does not succeed, do the mutuals go 
to such pains to oppose it? One rea- 
son is that, in common with most of 
the rest of humanity, we instinctively 
become aroused when the spirit of 
fair play is violated. We may be 
frank to say, also, that it has been 
found good business policy wherever 
we have gone out to expose the plans 
of the stock agents’ boycott campaign. 
Racketeering methods are not popular 
with the best American minds, and 
when the attention of the insurance- 
buying public has been called to a 
“buy stock insurance or suffer” de- 
mand of agents, the net result is an 
increased flow of business to the mu- 
tuals. Competitive conditions being 
as they are, we can hardly be expected 
to fail to take advantage of this situa- 
tion. But the big reason is that libels 
and slanders about any kind of insur- 
ance have a bad effect upon the indus- 
try as a whole. No one can calculate 
the premiums that have been lost be- 
cause prospective insureds have be- 
come suspicious that all insurance 
companies are unreliable. This may 
well be a natural conclusion after rep- 
resentatives of certain company 
groups which are generally rated at 
the top of the heap get their foot in 
the door and use “muscling in” tac- 
tics coupled with false statements 
about the standing of the mutuals. 
Often the prospect becomes disgusted 
and resolves to take out only the very 
minimum of coverage, when, by all 





the rules of common sense, he should 
realize he is inadequately protected. 
Only the larger users of insurance 
have the time or disposition to study 
into its intimate problems. Just as 
long as the American Agency System 
is so largely composed of those who 
secure millions of small risks on the 
basis of personal pressure, without 
regard to insurance fundamentals, 
just that long will there be unsavory 
happenings in the business. 
eee 


N an effort to be helpful to paint 
manufacturers, or anyone else who 
may be looking for apt comparisons 
to emphasize the quality of their pro- 
duct, let us suggest the slogan “As 
Sound and Reliable as Mutual Insur- 
ance.” This would automatically ap- 
peal to the owners of some $34,000,- 
000,000 worth of property in the 
United States which is now covered 
by mutual fire insurance. Moreover, 
it would bring a response from the 
most substantial people in the coun- 
try, who are invariably the ones who 
have some concern about the kind of 
insurance they buy and naturally de- 
cide on mutual coverage.for casualty 
as well as fire hazards. Let’s open 
another barrel of sunlight on this sub- 
ject and take a look at the record of 
the mutuals during the most critical 
years of a century—1929 to 1934. 
Surely, if any type of carrier were to 
prove unreliable, the depression pe- 
riod would be the perfect time for 
testing. But the list of companies 
which went under is not headed by 
the mutuals, but by such names as 
Globe & Rutgers, Union Indemnity, 
and, alas, too large a group of others 
who relied on their stock structure 
for strength and found it wanting. 
Mutuals which had weathered every 
panic in a hundred years and more 
stood up without difficulty. Newer 
mutuals of the ten to twenty-five year 
experience period continued to pay 
their losses and sent out dividend 
checks regularly. The mutuals in 
general had no such slump in assets 
as had the stock companies, many of 
which slid completely out of the pic- 
ture because both their surplus and 
capital stock disappeared into the 
financial mire. The same thing is 
true in the life field, where it was the 
stock companies that failed while the 
mutuals steadily held their ground. 
There are some 2,000 and more 
mutuals in this country, many of them 
in the very top line of the business, 
and thus the public does not lack for 
mutuals of demonstrated worth to 
handle either fire or casualty business 
with absolute safety and desirable 
economy. There are plenty of them 
easily available, and indeed more than 
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a hundred in the one Alliance group, 
about which any student of insurance 
could have no question. Contrary to 
competitors’ propaganda, there have 
been no assessments. Losses are paid 
promptly, and mutual adjustments 
are admittedly in the highest bracket 
for fairness and promptness. 


UCH stock partisans as Mr. 

Riviere are careful to confine 
themselves to general statements. 
They quote no figures unless it be an 
inflated estimate of the number of 
stock agents and how much they 
spend. But let’s shake a little more 
sunlight out of the barrel and see 
what the mutuals have done in the 
last available policy year of 1933. The 
mutuals fire companies lost only about 
3.1% in business done, whereas the 
stock companies lost 8.6%. Mu- 
tuals can also point to a 42% fire loss 
ratio as compared with the stocks’ 
46.3%, and, what is of even more 
significance, the mutual fire companies 
had a total surplus amounting to 
56.3% of their assets and the stocks 
only 50.3%, even when surplus and 
capital stock are combined. Similarly, 
the mutuals in the fire field had $1.18 
in surplus for every dollar of pre- 
mium written, and the stocks could 
claim only $1.04 on the same basis. 

Mutual casualty companies did 
even better, with an increase in pre- 
mium volume of $6,067,694, which is 
conclusive when laid alongside of 
5.2% decrease in volume of stock cas- 
ualty premiums. Likewise the mu- 
tual casualty loss ratio was favorable, 
standing at 47.2%, whereas the stock 
casualty figures mounted to 53.1%. 
The mutual casualty surplus showed 
up as 26.2% of assets, and the stocks’ 
14.5%, counting in surplus and cap- 
ital stock. And, finally, the casualty 
mutuals had 43 cents in surplus for 
every dollar of premiums written in 
1933, and the stocks 30 cents. 

Poor old stock insurance! It is 
being more and more hard put to keep 
on anything like an even keel. With 
its agents and publications so fre- 
quently running around in competi- 
tive circles and a large proportion of 
them knowing nothing of the mutual 
plan except as they have been trained 
to consider it as a formidable bogey 
man, it is no wonder that they make 
absurd statements. Neither is it to be 
wondered-at that the public in con- 
stantly increasing numbers has be- 
come weary of the average stock 
solicitation when in competition with 
mutuals. The line of talk too often 
runs this way: “Let me write the 
policy. I need the business. Forget 
the mutuals. You'll be sorry if you 
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don’t. They fail and they have assess- 
ments. Anyway, watch out or we'll 
boycott you.” 

To which the reply of the intelli- 
gent insurance buyer is: “Well, Bill, 
[ll contribute a few dollars if you 
stock agents need charity. But if you 
are that hard up your boycott would- 
n’t mean much anyway. And I can’t 
forget the mutuals since I already 
have some of their coverage and I’m 
going to take out more. I find the 
biggest users of insurance among my 
friends continually buy mutuals poli- 
cies, and these wise boys wouldn’t 
do it if your talk about failures and 
assessments weren’t all hooey. If 
your proposition can’t stand up 
against the mutuals, why not get into 
some other business which doesn’t 
depend on trying to put on personal 
pressure? Have a cigar, Bill, but 
don’t talk to me any more about in- 
surance.” 

eee 


Insurance Supervision 
(Continued from Page 17) 


veloped by outstanding men of an 
earlier day. In short, therefore, the 
character of a company is but an 
aggregation of the qualities of its 
many individuals, both past and pres- 
ent. There are few who will disagree 
with the opinion that the honesty and 
integrity of a company’s management 
stand paramount to all else in the 
measurement of that company’s posi- 
tion and future course. Without 
these sterling characteristics, our way 
stands obscure, but with them, all else 
will find its proper place. The human 
element is indeed a large part of an 
insurance company and correspond- 
ingly a large part of the business of 
insurance supervision. 


E have developed in this coun- 
try a style of supervision which 
I believe is entirely adequate to meet 
all reasonable demands of the future. 
Its design is such as to be particularly 
effective in coping with the human 
problem of supervision and the par- 
ticular type of regulation best 
adapted to this country. Under our 
present supervisory organization, 
companies’ actions are open to public 
scrutiny. Definite boundaries are 
drawn beyond which no actions may 
be taken but within them companies 
may operate with comparative free- 
dom and play of individual initiative. 
Evaluating the merits of our pres- 
ent supervisory methods, one of my 
fellow insurance commissioners re- 
cently made a very significant state- 
ment when he said: 


“ * * * considering the progress made 
in the past it does not seem rash to 
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that state insurance supervision will con- 
tinue to gain in uniformity, efficiency, and 
prestige as time goes on, * * *” 
Certainly the possibility of develop- 
ing our system of supervision to meet 
changing conditions is apparent. It 
remains for us to continue this de- 
velopment. 
e® @ @ 


Resident Agents Law 
(Continued from Page 14) 


contract is wholly executed outside 
the state. 
eee 


Validity and Construction of 
Contracts. 


HILE the Resident Agents 

Law may be important to facili- 
tate the collection of premium taxes 
and commissions for agents, and it 
may be constructive to have the law 
for this purpose, its primary func- 
tion undoubtedly relates to the valid- 
ity and construction of contracts. A 
great many contracts of property in- 
surance contain in substance this pro- 
vision: “This policy shall not be valid 
until countersigned by the duly au- 
thorized agent of the company.” The 
company has a right to make such a 
stipulation; and when made, in the 
absence of waiver, a contract is not 
properly and completely executed. so 
as to be enforceable against the com- 
pany until it is countersigned. The 
supreme courts of a number of states 
have in substance held this: namely, 
Alabama, Illinois, Massachusetts, 
Indiana, New York and Colorado. 


In contracts containing such a pro- 
vision as I have indicated, counter- 
signing may be regarded as a neces- 
sary part of the execution of such 
contracts. Consequently, the counter- 
signature is essential to their validity. 
As a matter of fact, when the con- 
tract contains a stipulation in sub- 
stance that it shall only be valid when 
countersigned by an agent, it will not 
become effective until countersigned 
by. such agent, even though the con- 
tract itself fixes an earlier date. This 
statement in effect is the holding of 
the supreme court of South Carolina 
in the case of Davis vs. Home Insur- 
ance Company, 125 S. C, 381. 

A state can not legally control the 
construction and effect of contracts 
made and to be performed beyond the 
borders of such state, for a statute 
to that effect would deprive a citizen 
of liberty of contract without due 
process of law within the meaning of 
the Fourteenth Amendment to the 
Constitution of the United States. 
Nevertheless, a particular state can 
exercise appropriate jurisdiction over 
contracts executed within it, provided 
it does not undertake to restrict the 
freedom of the right to contract. 


JouRNAL OF AMERICAN INSURANCE 


For example, a state has authority 
to say in substance that a contract of 
insurance, the application for which 
is taken within the state, or is exe- 
cuted within the state, shall be re- 
garded as a contract of that state and 
subject to the laws thereof. When a 
state has such a law, then contracts 
executed by resident agents therein 
will be construed according to the 
laws of that particular state instead 
of laws of the state of domicile of the 
company. 

Obviously, it is to the interest of 
the insuring public of a particular 
state that their contracts be construed 
in accordance with the laws of that 
state rather than in accordance with 
the laws of some foreign state. The 
law, therefore, requiring the counter- 
signing of policies by resident agents 
is particularly important as affecting 
the validity and construction of con- 
tracts made in such states. 

eee 

Conclusion. 

ECAUSE, then, numerous con- 
tracts of insurance require coun- 
tersigning to make them valid; be- 
cause it is important to have them 
countersigned and perhaps executed 
by a resident agent for purpose of 
construing them with the statutes of 
the particular state; because requir- 
ing them to be countersigned may aid 
the state to obtain the taxes legally 
due it; and because the countersign- 
ing of contracts by resident agents 
may enable them to get the commis- 
sions to which they may be entitled, 
properly composed Resident Agency 

Laws are constructive. 

eee 


Unlicenced Companies 
(Continued from Page 21) 


erty insured, or the subject matter of the 
insurance is located. 

Section 2. The term “insurance” as 
used herein is defined to include contracts 
of indemnity, fidelity or surety. e 

Section 3. Any individual, partnership, 
association or corporation violating this 
Act shall, upon conviction, be fined not 
more than $10,000 or imprisoned not more 
than two years, or by both such fine and 
imprisonment. 

Section 4. The department of Justice 
shall enforce the provisions of this Act. 
eee 

AN we, as officers of the several 

states, sworn to do our duty, sit 
idly by and see injustice done? Cer- 
tainly not. The people, whose ser- 
vants we are, are entitled to every 
safeguard we can give them. We 
know or should know what consti- 
tutes sound insurance practice. I am 
convinced that the insuring public 
can best be protected by action on 
our part toward furthering the in- 
terests of reputable, responsible in- 
surance companies; companies that 


have fully complied with our laws 
and are offering the public sound in- 
surance protection. We should zeal- 
ously protect the interests of the com- 
panies that are trying in every way to 
cooperate with the insurance depart- 
ments—the companies that are help- 
ing support our state governments. 
How can we, with any conscience at 
all, see the business to which admitted 
companies are rightfully and legally 
entitled taken from them by com- 
panies or associations that cannot or 
will not meet the requirements set up 
by the state governments? We have 
no place for the company that does 
not elect to play the game according 
to the rules, and on such concerns 
we should declare open warfare. 
eee 


Serving Two Masters 
(Continued from Page 22) 


tuated with the growing need for ad- 
ditional taxes to support the experi- 
ments that are going on all about us? 

I speak of another trend of the 
times which constitutes a challenge 
to insurance as well as other forms 
of business. I refer to the insatiable 
desires to settle all economic ills by 
legislation, and the tendency for the 
government to encroach more and 
more upon the domain of private en 
terprise. 

The government enters a business 
to circumvent the law of supply and 
demand, a thing that cannot in finality 
be done. 

As far as the institution of insur- 
ance is concerned, this movement is 
likely to take the shape of agitation 
for federal regulation. Those who 
advocate federal supervision point to 
the absolute uniformity that would 
prevail under such a system. There 
is no question but what uniformity 
on all fundamental laws affecting the 
insurance business would be most de- 
sirable. On the other hand, uniform- 
ity is neither needed nor desired for 
laws affecting only details of opera- 
tion. Local conditions in each of our 
states demand regulations peculiar to 
their needs. Conditions requiring 
regulation in California do not call 
for identical regulations in Virginia. 
Our present system of State regula- 
tion is flexible. This condition would 
not be possible under a nation-wide 
uniform code with federal super- 
vision. Federal control (of insurance 
laws) would open the opportunity of 
inflicting upon our business through- 
out the nation unwise instructions that 
are now confined to single states. 

eee 
|B kane the present system each 
state is a trying-out ground for 


the ideas of its legislators, but to 
make the whole country such a prov- 





ing-ground would be disastrous. 
Imagine a minority group of Con- 
gressmen trying to disembowel an in- 
surance business from the Atlantic 
to the Pacific because sectional con- 
stituents are dissatisfied with certain 
adjustments or fundamentals in rat- 
ing. 

The many divergent laws which 
you find in the forty-eight states 
would seem to form a problem that 
complicates the operation of our com- 
panies, but federal control of insur- 
ance is not the solution. I believe this 
can better be handled through the 
cooperation of the heads of the va- 
rious state insurance departments 
who are now working in closer har- 
mony than ever before and who are in 
an excellent position to recommend 
proper and unbiased legislation to 
effect any needed changes. 

During the war period, you saw the 
iron grip which fastened itself upon 
the railroad system of this country, 
regardless of local conditions, with 
the grave results which followed. 
Would you like to have a similar grip 
placed upon insurance under a fed- 
eral regulating body? 

Therefore, strengthen state super- 
vision in the detailed operation of our 
companies, oppose in every way pos- 
sible the establishment of state funds, 
grant such service to the policy- 
holders, and such enlightenment to 
the public, that legislation inimical 
to the interest of the business may be 
prevented! Remember that radical 
philosophies prevail only by permis- 
sion of the people and unwise political 
moves can only be headed off by a 
thoroughly enlightened public opinion. 


UTUAL insurance is a mosaic 

in American life. It wrestles 
with an ideal which publicity will not 
injure nor education destroy. The 
roots of its life are in the soil of its 
history. “By their works he shall 
know them,” and mutual insurance is 
a citizen of no mean city. 

Business executives, like all other 
human beings, are not infallible and 
have made mistakes in the past, but I 
believe their standard has been and 
will continue to be well above that of 
the average political office-holder. 

The challenge is that the fruits of 
all our experience should result in 
building up and strengthening a more 
useful, a more comprehensive, and a 
more purposeful public and _policy- 
holder. 

The world is full of people whose 
distresses are ever multiplying upon 
them, and it is for you in your place 
and for me in my place to make the 
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world better and brighter and sweeter 
as we pass through it, and help the 
poor fellow who is down to get to his 
feet and see that there is sunshine 
awaiting him. 

These are some of the important 
challenges with which the insurance 
business is confronted today. In 
their solution I am sure mutual insur- 
ance will continue to acquit itself well, 
a solution by those who serve not two 
masters, but one master, the policy- 
holders in this great country of ours. 


Editorial 


(Continued from Page 6) 


thought shown by the membership, 
their wide tolerance of others’ opin- 
ions, their cooperative spirit on mat- 
ters involving the welfare of the 
Association, their concerted effort to 
make possible better avenues of infor- 
mation available for students of the 
insurance business. 


Finally, it was with not a little pride 
that we noted many of those present 
were authors of articles which have 
appeared from time to time during 
the past ten years in the Journal of 
American Insurance. 


Code Violation 
(Continued from Page 9) 


law which has been carried forward 
into the statute law of many states 
and of the United States. It has thus 
been held that a combination or con- 
tract between manufacturers or pro- 
ducers and dealers or between dealers, 
by which they bind themselves not to 
purchase goods from particular pro- 
ducers, or to buy only from parties 
to the combination, is unlawful at 
common law and violative of the Fed- 
eral Anti-Trust Act, where the direct 
effect is to interfere with interstate 
commerce. See Bailey v. Master 
Plumbers Association, 103 Tenn. 99; 
Eastern States Retail Lumber Dealers 
Association v. United States, 234 U.S. 
600, 58 L.-Ed. 1490. It has also been 
held that contracts for the sale of 
goods by which the manufacturer at- 
tempts to prohibit the vendee from 
purchasing goods of the same kind 
from any manufacturer are invalid at 
common law and violative of the Fed- 
eral Anti-Trust Act. Likewise that 
contracts for the sale of goods which 
attempt to obligate the purchaser not 
to sell the goods of a rival manufac- 
turer are void under the Federal 
Anti-Trust Laws, where the effect of 
such contracts is such as to substan- 
tially lessen competition or tend to 
create a monopoly. 41 C.J. 144, 145. 
It is a matter of common knowledge 
that most, if not all, of the fire insur- 
ance policies written in this State are 
written by agents who work upon a 


commission basis, and many of whom 
represent numerous companies. It is 
also a matter of common knowledge 
that the so-called “old line” insurance 
companies, who are members of the 
Southeastern Underwriters Associa- 
tion, write policies of fire insurance 
only at the rates prescribed .by the 
Association, and that they are all op- 
erating under mutual agreements en- 
tered upon among themselves to ob- 
serve these rates and issue policies at 
no other rates. 


It is manifestly to the interest of 
the public, and essential to competi- 
tion between insurance companies, that 
all of the companies which can qualify 
to do business in this State be required 
to compete fully and fairly for the 
insurance business, and that they be 
represented by such agents as will be 
readily accessible to the public. The 
clear purpose of the rules hereinabove 
quoted is to prevent agents of “old 
line” companies from at the same time 
representing mutual companies, to the 
end that the competition between the 
“old line” companies and the mutual 
companies might be lessened by render- 
ing it more difficult for the public to 
obtain insurance in mutual companies. 
It can hardly be said that such an 
agreement, if carried out, would not 
tend to lessen competition, because it 
is manifest that the discontinuance of 
the business of writing insurance for 
mutual companies, now being con- 
ducted by agents for “old line” com- 
panies, or vice versa, would take the 
insurance companies whose agencies 
were thus discontinued out of the par- 
ticular field in which they are now 
operating. Such being the manifest 
purpose and intent of the agreement, 
and it being clear that such will be the 
tendency of the agreement, I am of the 
opinion that it is violative of the Code 
Section quoted above. 


I realize that ordinarily a citizen 
may contract, or not contract, with 
whom he pleases. An insurance com- 
pany may determine for itself that it 
will not employ agents. of a particular 
type. It cannot however, in my opin- 
ion, enter upon an agreement with 
other insurance companies, which will 
bind all of the parties to the con- 
tract, not to employ agents of a par- 
ticular type. 


I am of the opinion that any agree- 
ment entered upon by insurance com- 
panies which obligates the contracting 
parties to observe a specified scale of 
rates, or which otherwise tends to 
lessen competition, is in violation of 
the Code Section quoted. You do not 
request my opinion as to the validity 
of the agreement under which, as I 
understand it, the Southeastern Un- 
derwriters Association is operated, 
and I make no ruling as to that. I do 
hold, however, that the particular 
agreements which are set forth by the 
rules quoted above are violative of the 
Code Section referred to above. 


Yours very truly, 


M. J. Yeomans 


Attorney General. 
MJY :DD 
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THE 


MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


One of the fundamental 
principles of Mutual Fire 
Insurance is to reduce the 
cost by reducing the losses 
through fire prevention 
engineering. 


National Retailers Mutual Insurance Company 
Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co. 
Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co. 
Des Moines, Iowa 


Harrisburg, Pa. 
Millers Mutual Fire Insurance Co. 
Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co. 
Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association 
Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co. 
Indianapolis 
Western Millers Mutual Fire Insurance Co. 
Kansas City, Mo. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 28 Chicago, II. 


A service organization maintained by the 
Mill Mutuals 





